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INVESTMENT COMPANY ACT OF 1940 


Release No. 10789/ July 20, 1979 
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Prospectuses for Variable Annuities; Withdrawal of 
Proposed Amendments to Forms S-5 and S-6 


AGENCY: Securities and Exchange Commission. 


ACTION: Withdrawal of proposed amendments to 
forms. 


SUMMARY: The Commission today withdrew 
proposed amendments to Forms S-5 and S-6 which 
would have required variable annuity prospectuses to 
contain certain illustrations based on hypothetical 
investment returns. The Commission has concluded 
that such illustrations should not be required at this 
time. 


EFFECTIVE DATE: July 20, 1979. 


FOR FURTHER INFORMATION CONTACT: Laura 
A. Boughan, Esq., Division of Investment Manage- 
ment, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549, (202) 
755-0237. 


SUPPLEMENTARY INFORMATION: 


The Securities and Exchange Commission today 
announced that it was withdrawing proposed 
amendments to Registration Forms S-5 and S-6 [17 
CFR 239.15, 239.16] under the Securities Act of 1933 
[15 U.S.C. 77a etseq.]. The amendments proposed on 
May 9, 1975 (Securities Act of 1933 and Investment 
Company Act of 1940 [15 U.S.C. 80a-1 et seq.] 
Release Nos. 5586 and 8784, respectively [40 FR 
23770]), would have mandated the inclusion in all 
variable annuity prospectuses of standardized 
illustrations based on hypothetical investment results. 
The illustrations were patterned after those permitted 
by an earlier amendment to the Commission’s 
Statement of Policy, designated Paragraph (s) 
(Securities Act of 1933 and Investment Company Act 
of 1940 Release Nos. 5582 and 8772 respectively, 
April 30, 1975 [40 FR 21711]). Paragraph (s) 
prescribed the standard form of the illustrations and 
had been adopted just prior to the proposal to make 
such illustrations mandatory. 


The Commission has recently taken two actions 
which have now caused it to reconsider the 
appropriateness and form of any type of mandatory 
illustrations in variable annuity prospectuses. First, on 
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August 28, 1978, the Commission rescinded Form 
S-5 and adopted Form N-1 an integrated registration 
statement for an open-end management investment 
companies (Securities Act of 1933 and Investment 
Company Act of 1940 Release Nos. 5964 and 10378, 
respectively [43 FR 39548]). Although Form N-1 is 
available for use by insurance companies offering 
variable annuities, it does not provide for mandatory 
hypothetical illustrations. 


Second, on March 8, 1979, the Commission 
withdrew its Statement of Policy after reexamining 
the regulation of investment company sales literature 
(Securities Act of 1933 and Investment Company Act 
of 1940 Release Nos. 6034 and 10621, respectively [44 
FR 21007]). The Commission concluded that 
substantial changes in the regulation of investment 
company sales literature were in order and took 
certain steps to implement those changes. 


In light of the rescission of Form S-5 and the 
withdrawal of the Statement of Policy, the 
Commission has concluded that illustrations in the 
form originally prescribed should not be mandatory at 
the present time. Further, these actions substantially 
alter the impact of the proposed amendments. 
Therefore, the Commission has determined to 
withdraw the proposed amendments to Forms S-5 
and S-6 requiring such illustrations in variable annuity 
prospectuses. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6094/July 20, 1979 


In the Matter of 


GARDNER, CARTON & DOUGLAS PROFIT 
SHARING PLAN 

One First National Plaza 

Chicago, IL 60610 





(18-45) 


© NOTICE OF FILING OF APPLICATION FOR AN 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE PROFIT 
SHARING PLAN OF GARDNER, CARTON & 
DOUGLAS 


NOTICE IS HEREBY GIVEN that Gardner, Carton & 
Douglas (‘Applicant’), a law firm organized as a 
partnership under the laws of Illinois, has, on June 
6, 1979, filed an application for exemption from the 
registration requirements of the Securities Act of 
1933 (the ‘‘Act’’) for interests or participations in 
Applicant's Profit Sharing Plan (the ‘’Plan’’) for its 
legal staff and office administrator. All interested 
persons are referred to this document, which is on 
file with the Commission, for the facts and 
representations contained therein, which are 
summarized below. 


|. Introduction 


The Plan covers Applicant’s partners and employees 
engaged in the practice of law and its office 
administrator, all of whom must meet the Plan’s 
eligibility requirements. As of May 15, 1979, 
approximately 36 partners and five associates were 
participants in the Plan, and one former partner was a 
beneficiary of the Plan. Since the Plan covers 
partners of Applicant who are deemed to be 
“employees” within the meaning of Section 401(c)(1) 
of the Internal Revenue Code of 1954, as amended 
(the ‘‘Code’’), the Plan is excepted from the 
exemption provided by Section 3(a)(2) of the Act for 
interests and participations in certain employee bene- 
fit plans. Section 3(a)(2) of the Act provides, however, 
that the Commission may exempt from the provisions 
of Section 5 of the Act any interest or participation 
issued in connection with a pension or profit sharing 
plan which covers employees some or all of whom 
are employees within the meaning of Section 
401(c)(1) of the Code if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


ll. Description and Administration of the Plan 


3 The Plan is a profit sharing plan that was originally 


established as of January 1, 1968, and was amended 
and restated in its entirety as of January 1, 1976. 
Applicant has received confirmation from the Internal 
Revenue Service that the Plan qualifies under Section 
401(a) of the Code. A summary of the Plan, which is 
subject to the reporting requirements of the 
Employee Retirement Income Security Act of 1974, 
has been delivered to each participant and each 
person currently receiving benefits from the Plan. 


The Plan is administered by an Administrative 
Committee, consisting of two or more members 
appointed by Applicant, and a Plan Administrator, 
who is appointed by the Committee. This Committee 
has overall authority and responsibility for adminstra- 
tion of the Plan, including interpretation of the Plan 
and determination of the amount, manner and time 
of payments of benefits. 


Contributions to the Plan are made by Applicant on 
behalf of each participant in an amount based upon a 
percentage of the participant’s compensation for 
each fiscal year. The percentage is applied uniformly 
to all participants up to a maximum amount 
allowable. Proportionate reductions in contributions 
may result if total contributions would exceed a 
certain percentage of Applicant's net income. In 
addition, each participant may, but is not required to, 
make voluntary contributions in an amount equal to a 
percentage of the participant’s compensation up to a 
maximum amount allowable. With approval of the 
Administrative Committee, participants may with- 
draw voluntary contributions, but not Applicant 
contributions, prior to distribution. 


All contributions to the Plan are made to the Gardner, 
Carton Profit Sharing Trust (the “Trust’’), created in 
connection with the Plan. The trustees must maintain 
on their books a separate account for contributions 
made by Applicant on behalf of each participant and 
another separate account for each participant’s 
voluntary contributions. The trustees, who are 
appointed by Applicant, have discretionary powers to 
invest all contributions in the manner they deem 
proper. 


Applicant has the power to appoint and remove the 
trustees of the Trust, the Plan Administrator and the 
Administrative Committee. Applicant also has the 
power to amend the Plan and the Trust; however, no 
amendment may cause any of the Plan’s assets to be 
used or diverted for any purpose other than the 
exclusive benefit of the participants or their 
beneficiaries. 
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lll. Discussion 


Applicant sbmits that the primary intent of Congress 
when enacting Section 3(a)(2) of the Act was to 
prevent the sale, without registration, of interests in 
mass-marketed plans offered by financial institutions 
to self-employed persons who might not be able to 
protect adequately their interests and those of 
participating employees. Applicant maintains that if it 
were a corporation rather than a partnership, or if 
partners were not eligible to participate in the Plan, 
the interests and participations issued in connection 
with the Plan clearly would be exempt from the 
provisions of the Act pursuant to Section 3(a)(2) 
thereof. Applicant further submits that the nature of 
its Plan and participants is such that it falls outside 
the purpose of Section 3(a)(2). 


Applicant states that the Plan is not a prototype or 
master plan marketed by a financial institution. 
Applicant further states that it and the participants in 
the Plan are engaged in providing legal services 
which involve financially sophisticated and complex 
matters. Finally, the characteristics of the Plan are 
essentially no different from the plans maintained by 
many single corporate employers for which Section 
3(a)(2) provides an exemption. 


Accordingly, Applicant concludes that the granting of 
an exemption under Section 3(a)(2) for interests or 
participations in the Plan is appropriate in the public 
interest and is consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 15, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on this application, accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed to: George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. An order 
disposing of the application will be issued as of 
course following August 15, 1979, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
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request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices or orders issued in 
th is matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6095/ July 26, 1979 


In the Matter of 


THE RETIREMENT PLAN OF CASEY, LANE & 
MITTENDORF 

26 Broadway 

New York, NY 10004 


(18-54) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE RETIRE- 
MENT PLAN OF CASEY, LANE & MITTENDORF 


NOTICE IS HEREBY GIVEN that Casey, Lane & 
Mittendorf (hereinafter referred to as the ‘‘Applicant’”’ 
or the “Firm’’) a law firm organized as a partnership 
under the laws of the State of New York, on July 6, 
1979 filed an application for exemption from the 
registration requirements of the Securities Act of 
1933 (the ‘‘Act’’) for interests or participations issued 
in connection with the Retirement Plan of Casey, 
Lane & Mittendorf (the ‘‘Plan’’). All interested 
persons are referred to that document, which is on 
file with the Commission, for the facts and 
representations contained therein, 
summarized below. 





which are e § 


1. Introduction 


ee The Plan covers the Firm’s partners, associates and 
non-legal staff who have completed three years of 
service with the Firm. As of November 1, 1978, 14 
partners, 6 associates and 17 non-legal employees of 
the Firm were eligible to participate. Applicant states 
that the Plan is of the type commonly referred to as a 
“Keogh” plan, which covers persons (in this case, 
Applicant's partners) who are employees within the 
meaning of Section 401(c)(1) of the Internal Revenue 
Code of 1954, as amended (the ‘‘Code’’) and, 
therefore, is excepted from the exemption provided 
by Section 3(a)(2) of the Act for interests or 
participations in employee benefit plans of certain 
employers. Section’ 3(a)(2) of the Act provides, 
however, that the Commission may exempt from the 
provisions of Section 5 of the Act any interest or 
participation issued in connection with a pension of 
profit-sharing plan which covers employees, some or 
all of whom are employees within the meaning of 
Section 401(c)(1) of the Code, if and to the extent 
that the Commission determines this to be necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


The Plan was adopted in October, 1978, effective as 
of November 1, 1977. The Internal Revenue Service 
has issued a ruling to the effect that the Plan is a 
qualified plan under Section 401(a) of the Code. The 
Plan is an “employee pension benefit plan’’ subject to 
the fiduciary standards and to the full reporting and 
disclosure requirements of the Employer Retirement 
Income Security Act of 1974. 


ll. Description and Administration of the Plan 


Applicant states that it makes annual contributions to 
the Plan on behalf of all participants in amounts 
based on specified percentages of their compensa- 
tion, with certain limitations. Participants may also 
make voluntary contributions of not more than 10 per 
cent of their compensation for the year. 


Three partners of the Firm serve as trustees of the 
Plan under a restated trust agreement (the ‘Trust 
Agreement’’). Under the Trust Agreement, the 
trustees are responsible for the administration of the 
Plan. Plan assets are to be invested in insurance or 
annuity contracts issued by the Metropolitan Life 
Insurance Company. 


lll. Discussion 


Applicant states that in excluding plans in which self- 
employed persons are participants from the 
exemption from registration afforded by Section 
3(a)(2) of the Act, Congress appears to have intended 
to prevent the sale without registration of prepack- 
aged plans offered by sponsoring financing institu- 
tions to self-employed persons who might not be 
sophisticated in the securities field or who might be 
unable adequately to protect their interests and those 
of their participating employees. Applicant submits 
that the Plan does not present the risks associated 
with the sale of interests or participations in multi- 
employer plans by sponsoring financial institutions 
with which Congress was primarily concerned. The 
Plan is not a uniform prototype or master plan 
designed to be marketed by a sponsoring financial 
institution or promoter to numerous unrelated self- 
employed persons. It is an individual plan sponsored 
by the Firm for the benefit of its partners, associates, 
and non-legal staff. Finally, the Firm is engaged in 
providing legal services which involve sophisticated 
and complex financial matters and believes that it is 
able to represent adequately its own interests and 
those of its employees. 


Applicant concludes that for the foregoing reasons 
granting the requested exemption would be appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 21, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney at law, by certificate shall be filed 
contemporaneously with the request. An order 
disposing of the application will be issued as of 
course following August 21, 1979, unless the Com- 
mission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 


SEC DOCKET/1369 





is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponement thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6096/July 26, 1979 


In the Matter of 


THE KILPATRICK, CODY, ROGERS, Mc- 
CLATCHEY & REGENSTEIN RETIREMENT PLAN 
AND TRUST 

3100 Equitable Building 

100 Peachtree Street 

Atlanta, GA 30303 


(18-43) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE KIL- 
PATRICK, CODY, ROGERS, McCLATCHEY & 
REGENSTEIN RETIREMENT PLAN AND TRUST 


NOTICE IS HEREBY GIVEN that Kilpatrick, Cody, 
Rogers, McClatchey & Regenstein (the ‘‘Applicant’’), 
a law firm organized as a partnership under the laws 
of the State of Georgia, has, on March 8, 1979, filed 
an application for exemption from the registration 
requirements of the Securities Act of 1933 (‘‘Act’’) 
for participations or interests issued in connection 
with the Kilpatrick, Cody, Rogers, McClatchey & 
Regenstein Retirement Plan and Trust (the ‘‘Plan’’). 
All interested persons are referred to that document, 
which is on file with the Commission, for the facts 
and representations contained therein which are 
summarized below. 
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|. Introduction 


Applicant states that Applicant has adopted the Plan 
as a profit-sharing plan for eligible partners and 
employees. Applicant states that because the Plan 
covers persons (in this case, Applicant’s partners) 
who are employees within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954 (the 
“Code’’), the Plan is excepted from the exemption 
provided by Section 3(a)(2) of the Act for interests or 
participations in employee benefit plans of certain 
employers. Section 3(a)(2) of the Act provides, how- 
ever, that the Commission may exempt from the 
provisions of Section 5 of the Act any interest or 
participation issued in connection with a pension or 
profit-sharing plan which covers employees some or 
all of whom are employees within the meaning of 
Section 401(c)(1) of the Code, if and to the extent 
that the Commission determines this to be necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


ll. Description of the Plan 


Applicant states that the Plan is of the type 
commonly known as a ‘‘Keogh” or “H. R. 10” Plan. 
It was established in 1966 and amended in 1974. 
Applicant further states that the Plan is qualified 
under Section 401(a) of the Code. The Plan covers all 
eligible partners, associate attorneys and non-lawyer 
employees of Applicant. A partner or employee is 
eligible to participate in the Plan upon completing 
three years of service with the Applicant. As of 
December 31, 1978, there were 28 partners and 55 
employees actively participating in the Plan. 


The Applicant contributes for partners each year out 
of its net profits a percentage, specified annually by 
the partner, out of the partner’s earned income. The 
contribution, however, may not exceed the lesser of 
$7,500 or 15% of the partner’s earned income 
(considering only the first $100,000 of such ‘‘earned 
income”) for such year. Applicant’s annual contribu- 
tion on behalf of each eligible employee-participant is 
an amount which is not less than the same 
percentage of such participant’s annual compensa- 
tion as the contribution by the Applicant on behalf of 
each partners bears to the first $100,000 of his 
“earned income” for such year. A participant. may 
(but is not required to) make voluntary contributions 
to the Plan in an amount not to exceed 10% of his 
income from the Applicant for all the years he is an 





‘active participant in the Plan. Any such voluntary 
contributions are credited to the participant’s account 
and invested as part of a general trust fund. 


The assets of the Plan are held by a trustee which has 
the responsibility of investing and reinvesting the 
assets of the trust fund. The trustee is Fulton 
National Bank of Atlanta. The Plan is administered by 
an Employee Benefit Committee (the ‘“‘Committee’’) 
selected by the Applicant and comprised of four 
partners, one associate attorney and one other 
employee who is not a lawyer. The Committee is 
responsible for matters related to the administration 
of the Plan, such as determining eligibility for partici- 
pation and benefits, deciding claims for benefits, and 
selecting the manner of payment of benefits. The 
Committee is also authorized to retain qualified 
experts to assist it in administering and managing the 
Plan, including accountants, actuaries and invest- 
ment advisers. The Trustee is required to give notice 
to the: Committee of any proposed investment and 
the Committee has the right to approve or disapprove 
any such investment. If the Committee fails to 
indicate its approval or disapproval within five days of 
such notice, the investment is deemed approved. 


Subject to any limitations in the Employees Retire- 
ment Income Security Act of 1974 (‘ERISA’), the 
assets of the Plan may be invested in such stocks, 


bonds, trust shares, mutual fund shares, annuity or 
insurance contracts, mortgages or other evidences by 
indebtedness, or common or commingled trust funds 
maintained by the Trustee, as the Trustee or the 
Committee may select. Currently, the Trust Fund is 
invested primarily in United States Treasury obliga- 


tions, corporate bonds and other, similar fixed 
income obligations. No portion of the Trust Fund is 
presently invested in any common or commingled 
trust fund. 


lll. Discussion 


Applicant states that if the partnership were a 
corporation, interests and participations in the Plan 
would be exempt under Section 3(a)(2) of the Act. 
Applicant submits that merely because Applicant is 
unincorporated is no reason for subjecting such 
interests and participations to the registration require- 
ments of the Act. Applicant further submits that the 
intent of Congress in excluding from the exemption 
plans in which self-employed persons were partici- 
pants was to prevent the sale without registration of 
interests in prepackaged plans offered by financial 
institutions to self-employed persons lacking the 
sophistication to protect themselves and their 


employees, and that the provision permitting the 
Commission to grant exemption upon application was 
included in Section 3(a)(2) of the Act to make 
available an exemption for partnership plans where 
the plan and the entity involved are comparable to 
corporate plans exempted by Section 3(a)(2). 


Applicant states that the Plan covers partners and 
employees of a single firm and is not a uniform proto- 
type plan of a type designed to be marketed by a 
sponsoring financial institution or promoter to 
numerous unrelated self-employed persons. Appli- 
cant represents that it has not distributed and does 
not intend to distribute any type of promotional 
material relating to the Plan (other than such material 
as Applicant is required under ERISA to distribute to 
participants or to employees). Applicant makes 
available to Plan participants for inspection upon 
request copies of the Plan and all documents relating 
to it. 


Applicant states that it is engaged in furnishing legal 
service of a type which necessarily involves financially 
sophisticated and complex matters and, for the 
reason as well as the extensive administrative control 
over the Plan maintained by the Partnership, is able 
to represent adequately its interests and the interests 
of its employees who are participants in the Plan. 


Applicant concludes that for the foregoing reasons, 
granting the requested exemptive order would be 
appropriate in the public interest, consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any person may, 
not later than August 20, 1979, at 5:30 p.m. submit 
to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such communications should be addressed: 

Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicants 
at the address stated above. Proof of such service (by 
affidavit or. in the case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. An order disposing of the application will be 
issued as of course following August 20, 1979, unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
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Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16041/July 20, 1979 


Administrative Proceeding File No. 3-5798 


In the Matter of 


UNIVERSITY SECURITIES CORPORATION 
GORDON D. WILLIAMS 

RAY E. HUMMEL 

RICHARD C. SMITH 


CHARLES A. BLACK 


ORDER INSTITUTING PUBLIC PROCEEDINGS AND 
FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


The Commission deems it appropriate that public 
proceedings pursuant to Sections 15(b) and 19(h) of 
the Securities Exchange Act of 1934 (‘Exchange 
Act’’) be instituted with respect to University 
Securities Corporation (‘Registrant’), a registered 
broker-dealer, and Gordon D. Williams (“Williams”), 
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Ray E. Hummel (“‘Hummel’’), Richard C. Smith 
(“Smith”), and Charles A. Black (‘‘Black”’), persons 
associated with a registered broker-dealer. 


In anticipation of these administrative proceedings, 
the Respondents have submitted a joint Offer of 
Settlement which the Commission has determined to 
accept. Solely for the purpose of these proceedings 
and without admitting or denying the allegations in 
the Order for Proceedings Respondents consent to 
the findings and sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934 be, and they hereby are, 
instituted. 


On the basis of the Order for Proceedings and Offer 
of Settlement, it is found that: 


A. From about April, 1975, through July, 1978, 
Registrant had approximately 380 registered repre- 
sentatives associated with it who worked in approxi- 
mately 103 branch offices which were located in 
eleven states. Registrant characterized the registered 
representatives in its branch offices as ‘‘independent 
contractors”’ rather than employees. 


B. During said period Williams was the President and 
Chairman of the Board of Directors of Registrant and 
was responsible for the day-to-day operations of 
Registrant. 


C. During said period Hummel was a Vice-President 
of Registrant and was responsible for coordination of 
what Registrant described as a ‘‘due diligence” 
review of securities offerings which were submitted 
to Registrant for review of legal compliance and 
approval for sale by its salesmen. 


D. During said period Smith, a National Association 
of Securities Dealers, Inc. (‘NASD’) registered 
principal of Registrant, was an attorney for Registrant 
and was responsible for advising Registrant with 
regard to the federal securities laws. 


E. Commencing in September, 1976, Black was an 
employee of Registrant and in January, 1978, became 
a Vice-President of Registrant in charge of its securi- 
ties law compliance function, including responsibility 





for conducting audits of Registrant’s branch offices. 


a In April, 1975, Registrant promulgated and distri- 
buted to its branch managers and registered repre- 
sentatives a document entitled ‘Procedures for 
Private Placements’. This document set out the 
procedures to be followed by a registered represent- 
ative who wished to sell securities purporting to be 
exempt from registration as a ‘‘private placement” or 
“private offering’’ under Section 4(2) of the Securi- 
ties Act of 1933 (‘‘Securities Act’’). The document 
stated that contact with any prospective investor was 
prohibited until the proposed offering was “‘cleared’”’ 
by Registrant and set out two “‘alternate clearance 
options’. Alternative one permitted submission of the 
proposed offering by means of an_ information 
package to Registrant ‘for review only of its legal 
compliance, with all responsibililty for the marketing 
of the offering left with the registered representa- 
tives.""! Thus, when alternative one was used, Regis- 
trant permitted its registered representatives to 
conduct securities transactions without Registrant's 
supervision of the sales activities and without 
requiring such transactions to be recorded in Regis- 
trant’s books and records. Certain of Registrant's 
registered representatives purported to conduct 
transactions in connection with 20 offerings of 
securities pursuant to the procedure described as 
alternative one and approximately $2,800,000 was 
QQ by the public through these transactions. 


G. Certain other securities transactions in allegedly 
private placements were effected by registered repre- 
sentatives in certain branch offices of Registrant 
without knowledge or approval of Registrant, 
although Registrant should have known of those 
transactions. These transactions were not reflected in 
the books and records of Registrant. 


H. The branch office inspection program and the 
general branch office supervisory procedures of 
Registrant were inadequate to detect, to prevent, or 
to cause to be promptly corrected or terminated the 
activities referred to in paragraphs F and G above. 


1. The activities described in paragraphs F and G 
above required that the registered representative who 





1The second alternative permitted submission of the 
proposed offering to Registrant for review of its legal 
compliance and Registrant’s endorsement and 
Q rarccting effort. 


conducted those transactions be separately registered 
as broker-dealers under the Exchange Act. When 
they conducted such transactions without being so 
registered, the registered representatives willfully 
violated Section 15(a) of the Exchange Act. 


J. From about April, 1975, through about July, 1978, 
Registrant, Williams, Hummel, Smith and, from 
January, 1978, to July, 1978, Black, in connection 
with the transactions referred to in paragraphs F and 
G above, willfully aided and abetted violations of 
Section 15(a) of the Exchange Act by certain of 
Registrant’s registered representatives who effected 
securities transactions for their own accounts and for 
the accounts of others. The respondents willfully 
aided and abetted these violations by, among other 
things, allowing the registered representatives use of 
the Registrant’s name, logo and good will in connec- 
tion with the activities described in paragraphs F and 
G while failing to exercise control over the securities 
business of its registered representatives, as 
described in paragraph H.2 


K. From about April, 1975, through about July, 
1978, Registrant willfully violated, and Williams, 
Hummel, Smith and (from January 1978 to July 1978) 
Black willfully aided and abetted violations of, 
Section 17(a) of the Exchange Act, and Rule 17a-3 
thereunder, in that they failed to reflect in the home 
office books and records of Registrant certain trans- 
actions conducted by Registrant’s registered 
representatives described in paragraph F and G 
above, when they knew, or should have known, of 
these transactions. 


L. The Registrant, Williams and Black failed (within 
the meaning of Section 15(b)(4)(E) of the Exchange 
Act) reasonably to supervise the Registrant’s 
registered representatives with a view to preventing 
Registrant’s violations of Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder, as stated in 
paragraph E. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the joint Offer of 





2Respondents’ actions and inaction were also incon- 
sistent with Registrant’s implied representation to the 
public that registered representatives using Regis- 
trant’s name and logo would be acting under its 
supervision and within the scope of their association 
in accordance with the federal securities laws. 
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Settlement. Accordingly, IT 1S ORDERED that 
effective on the first Monday after the date of this 
order: 


A. University Securities Corporation be suspended 
for a period of 30 days from the offer or sale to its 
customers of all ‘‘Rule 146 securities’’ (except 
securities that represent an interest in an issuer as to 
which another of the University Group of companies 
has or shares in the responsibility of management). 


B. University Securities Corporation comply within 
30 days of the imposition of these sanctions with its 
undertakings intended to prevent a recurrence of the 
violations of federal securities law discussed above: 


1. to complete an internal corporate reor- 
ganization and hire experienced officers as 
necessary; 


2. to implement an effective and contin- 
uous supervisory, training and inspection 
program applicable to its branch offices 
and branch office principals and represent- 
atives; 


3. to develop procedures and a capability 
for appropriate “due diligence’’ investiga- 
tions of proposed “Rule 146 offerings” of 
securities by unrelated issuers; and 


4. to provide the staff of the Commission 
with an affidavit that it has fulfilled these 
undertakings. 


C. Gordon D. Williams, Ray E. Hummel, and Richard 
C. Smith, and each of them, be suspended from 
association with any broker or dealer for a period of 
30 days and be suspended from acting in a super- 
visory capacity for any broker or dealer for an 
additional period of 180 days following said 30 day 
suspension. 


D. Charles A. Black be suspended from association 
with any broker or dealer for a period of 15 days and 
be suspended from acting in a supervisory capacity 
for any broker or dealer for an additional period of 
180 days following said 15 day suspension. 


E. If Williams, Hummel, Smith, or Black perform any 
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activity as an officer or employee of any broker or 
dealer during the 180 day suspension periods 
provided above, he shall do so as a supervise 
person. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16042/July 20, 1979 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE BRADFORD SECURITIES 
PROCESSING SERVICE 


(File No. SR-BSPS-79-1) 


Bradford Securities Processing Service on July 11, 
1979 submitted a proposed rule change establishing a 
branch office in Detroit, Michigan. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 23, 
1979. Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federa/ Register. Persons desiring 





to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-BSPS-79-1. 


Copies of the submission, with accompanying 
exhibits and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16043/July 23, 1979 


Administrative Proceeding File No. 3-5632 


In the Matter of 


SERVOMATION CORPORATION 


File No. 81-451 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued an 
order granting the application of Servomation 
Corporation pursuant to Section 12(h) of the Securi- 
ties Exchange Act of 1934, as amended (the ‘’1934 
Act’’), for an exemption from the reporting require- 
ments of Sections 13 and 15(d) of the 1934 Act. 


On March 2, 1979, a notice was issued on the filing of 
said application giving interested persons an oppor- 
tunity to request a hearing and stating that an order 
granting the application might be issued upon the 
basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16044/July 24, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST STOCK 
EXCHANGE, INCORPORATED 


File No. SR-MSE-79-15 


The Midwest Stock Exchange, Incorporated submit- 
ted on June 25, 1979, a proposed rule change under 
Rule 19b-4 to revise its trade match fees from $.01 to 
$.02 per contract side. 


The foregoing rule change has become effective, 
pursuant to Section 19(b(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the Com- 
mission may summarily abrogate such rule change if 
it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 30, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
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within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-79-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provi- 
sions of 5 U.S.C. 8552, will be available for inspection 
and copying at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16045/July 25, 1979 


REQUEST FOR COMMENTS ON PETITION CON- 
CERNING DISCLOSURE OF RELATIONSHIPS 
BETWEEN ATTORNEYS AND REGISTRANTS 


AGENCY: Securities and Exchange Commission. 
ACTION: Request for written comments. 


SUMMARY: The Securities and Exchange Commis- 
sion is requesting written comments on disclosure 
rules which the Institute for Public Representation 
petitioned the Commission to adopt. The petitioner's 
proposals would require disclosure of certain informa- 
tion concerning the relationships between registered 
issuers and their counsel, as well as disclosure about 
resignations or dismissals of an issuer’s legal counsel. 
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In publishing these rule proposals for comment, the 
Commission takes no position with respect to the 
proposals. The Commission is also specifically 
requesting comments concerning its legal authority to 
adopt these proposals. 


DATE: Comments should be received by the Com- 
mission on or before November 30, 1979. 


ADDRESSES: All communications concerning this 
matter should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Such communications should refer to 
File No. 4-210, and will be available for public inspec- 
tion at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Richard 
B. Messon, C. Michael Stakias or Gregory H. 
Mathews, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202-755-1750). 


SUPPLEMENTARY INFORMATION: On May 25, 
1978, the Commission received a rule-making petition 
and supporting memorandum from the Institute for 
Public Representation, a public interest law firm affili- 
ated with the Georgetown University Law Center. ! 
The petition sought an amendment to Rule 2(e) of 
the Commission’s Rules of Practice? which would 
define the responsibilities of attorneys who, during 
the course of their representation, receive information 
clearly establishing that clients or others have 
committed violations of the federal securities laws. 
On November 22, 1978, the Institute submitted a 
supplemental petition clarifying the initial petition and 
further petitioning the Commission to promulgate 





The petition was submitted pursuant to the Admini- 
strative Procedure Act, 5 U.S.C. 553(e), and to Rule 
4(a) of the Commission’s Rules of Practice, 17 CFR 
201.4(a). 


2Rule 2(e) [17 CFR. 201.2(e)] sets forth the bases 
upon which the Commission may deny, temporarily 
or permanently, certain professionals the privilege of 
appearing or practicing before it. 





rules requiring disclosure of certain aspects of the 
relationship between counsel and Commission regis- 
trants. 


With respect to the intital petition, the Commission's 
Secretary has today transmitted a letter to the 
Institute setting forth the bases upon which the 
Commission has determined to deny the petitioner's 
request.* The Commission has, however, determined 
to public the Institute’s disclosure proposals. In so 
doing, and unlike a normal rulemaking proceeding, 
the Commission takes no position, tentative or other- 
wise, with respect to the proposals. 


1. Disclosure Rules Proposed by the Institute 


The supplemental Petition requests that the Commis- 
sion promulgate the following three rule proposals: 





3These petitions are available for public inspection at 
the Commission’s Public Reference Room. Request 
File No. 4-210. 


4a copy of that letter is Appendix A to this release. 


Sin a separate statement of views, Commissioner 
Karmel indicates the standards that she believes the 
Commission should apply in determining whether to 
publish a petition for rulemaking for public comment. 
She concludes that the subject petition does not 
meet those standards. The Commission, however, 
believes that publishing the petition for comment will 
focus public consideration and discussion on an 
important aspect of corporate governance —a subject 
to which the Commission has devoted a considerable 
amount of attention over the past several years. And, 
whatever the Commission's final determination as to 
the proper disposition of the petition may be, the 
publication of these rules may increase awareness by 
attorneys of their responsibilities and may encourage 
corporate boards of directors to continue to review 
carefully the proper role of attorneys. As to the 
specific objections which Commission Karmel raises, 
the Commission believes that those points can be 
more fruitfully analyzed after, rather than before, it 
has the benefit of the public’s comments. 


1. Every corporation required to file reports with the 
Securities and Exchange Commission ("reporting 
corporation”) shall include in its Form 10-K and in its 
annual report to shareholders a certificate stating 
that: 


(A) Its board of directors has instructed each attorney 
employed or retained by the corporation to report 
promptly to the board, either directly or through the 
audit committee or some other committee of the 
board with a similar ratio of independent directors, 
any corporate activities discovered by the attorney 
through reasonable diligence during the course of 
representation which, in the attorney’s opinion, 
violate or probably violate any law administered or 
enforced by the SEC or any other law, where such 
violations or probable violations 


(i) could result in material financial liability 
for the corporation; 


(ii) call into question the quality and 
integrity of management in connection 
with corporate activity; or 


(iii) are part of a pattern or practice of 
recurring activity; 


(B) All attorneys have indicated their compliance with 
the board’s instructions either by reporting such 
violations or probable violations, or by reporting, at 
least annually, that no such violations or probable 
violations have come to their attention; 


(C) The full board of directors has considered each 
attorney’s report and has taken all actions determined 
to be appropriate; 


(D) Information regarding such violations or probable 
violations has been conveyed to the independent 
auditors if, in the opinion of the board, the violations 
or probable violations are material. 


2. Every reporting corporation shall file with the 
Commission copies of written agreements delineating 
the relationship between the corporation and its 
outside attorneys. Such agreements may cover any 
aspect of the relationship which, in the opinion of the 
corporation might be of concern to stockholders and 
other investors, and, in any case, shall include: 
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(A) The frequency and nature of counsel's contacts 
with the corporation’s board of directors, general 
counsel, independent auditor, and chief executive 
officer; and 


(B) Obligations of counsel with regard to corporate 
conduct which counsel considers illegal or probably 
illegal. 


3. When a reporting corporation’s general counsel or 
any attorney retained in connection with matters 
pertaining to the laws administered or enforced by 
the Commission resigns or is dismissed, the corpora- 
tion shall file with the Commission Form 8-K, 
describing the circumstances of the resignation or 
dismissal. Prior to submission of the Form 8-K to the 
Commission the corporation shall provide the 
resigning or dismissed attorney with an opportunity 
to comment on the accuracy and completeness of 
the description. The attorney’s comments shall 
become part of the corporation’s submission to the 
Commission. 


ll. Request for Written Comments 


The Commission invites all interested members of the 
public, including issuers, attorneys, investors and 
members of the academic community and the 
organized bar to submit comments with respect to 
the need for, or desirability of, adopting the 
disclosure rules which the Institute has proposed. 
Where commentators believe that the rules would be 
desirable, any recommended alterations in the 
language proposed by the Institute should also be 
brought to the Commission's attention. The Commis- 
sion also specifically requests commentators to 
address the issue of the Commission’s legal authority 
to adopt these proposals. 


The Commission is mindful of the cost to registrants 
and others of compliance with its rules and 
recognizes its responsibilities to weigh with care the 
costs and benefits which result from its rules. 
Accordingly, the Commission specifically invites 
comments on the costs to registrants and others of 
compliance with the Institute’s proposed rules. 


Section 23(a) of the Securities Exchange Act requires 
the Commission to consider the inpact which any 
proposed rules would have on competition. While the 
Commission is not aware of any competitive impact 
likely to result from the proposals described in this 
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release, Commentators are invited to address that 
issue. 


Written statements must be received on or before 
November 30, 1979 and should be submitted in tripli- 
cate to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
N.W., Washington, D.C. 20549. Such communica- 
tions should refer to File No. 4-210 and will be 
available for public inspection. 


By the Commission (Chairman Williams, Commis- 
sioners Loomis, Evans and Pollack). 


Separate Statement of Views by Commissioner 
Karmel: 


The right to petition the government is so important 
that it is protected by the First Amendment to the 
Constitution. This right is implemented by the 
Administrative Procedure Act,' which requires a 
reasonable consideration by the Commission of a 
petition for rule-making. The Commission is not 
required, however, to allow the facilities of the 
government to be utilized by a private organization 
by invoking the notice and comment procedures 
associated with Commission initiated rule-making. 


| do not believe the Commission should publish and 
request comment on any rule proposal unless the 
Commission determines that (1) the rule is plausibly 
within the Commission's statutory authority; (2) the 
rule probably would be an appropriate implementa- 
tion of the securities laws, and (3) publication of the 
rule is timely in terms of the Commission's overall 





15 U.S.C. §553(e). 


2Because an organization styles itself as a ‘public 
interest’’ group does not make it a representative of 
the public entitled to publicize its views at govern- 
ment expense. 





regulatory agenda. | do not understand the majority 
of the Commission to have made such findings. 
Indeed, the release states that the Commission takes 
no position, tentative or otherwise, with respect to 
the proposals of the Institute for Public Representa- 
tion (the “‘Institute’’) which are being published, and 
that only after it has the benefit of public comment 
can the Commission more fruitfully address the above 
issues. Under such reasoning, it seems to me that 
virtually every rule-making petition received would 
have to be published for comment. 


| believe that Congress has not given the Commission 
any substantive authority to regulate attorneys or the 
practice of law in the manner contemplated by the 
proposals of the Institute of either May 25, 1978 or 
November 22, 1978.3 In my opinion, the proposed 
rule would improperly impinge upon and interfere 
with the right to counsel, or would regulate matters 
which are governed by state law and not the federal 
securities laws. Since the Institute’s proposed rules 
are so clearly beyond the Commission's authority to 
adopt, | feel no useful or proper purpose is served by 
putting them out for comment. 


| do not believe that the Commission has set forth an 
ee basis for determining to deny the Institute's 


May 25, 1978 petition and to publish for comment the 
Institute’s November 22, 1978 petition. | do not agree 
with the view expressed in Appendix A to this 
Release that the issues raised in the Institute’s May 
25, 1978 petition should be addressed in ad hoc 
adjudication. 





3See my dissent In the Matter of Keating, Muething 
and Klekamp, Securities Exchange Act Release No. 
15982 (July 2, 1979). 


41 note that | dissented from the legal positions taken 
by the Commission in Securities and Exchange 
Commission v. National Student Marketing Corp., 
457 F. Supp. 682 (D.D.C. 1978) and Securities and 


ama Commission v. Haswell, No. 78-1048 (10th 
ir.). 


Further, | have recused myself from participation /n 
the Matter of William R. Carter and Charles J. 
Johnson, Jr., Administrative Proceeding File No. 
-5464. 


If | were pursuaded that the Institute’s proposed rules 
were within the Commission’s authority, and were a 
useful or appropriate regulatory mechanism, | would 
urge that these proposals be considered in the 
context of the work of the Commission’s Task Force 
on Corporate Accountability in the Division of 
Corporation Finance. In connection with our pending 
tender offer rule proposals, for example, we 
considered rule-making petitions and incorporated 
suggested rules which we considered meritorious in 
our own proposals. 


In my view, however, there are more significant and 
urgent matters than the Institute’s proposals. Some 
of these other matters were the subject of extensive 
testimony before the Commission in the Public 
Hearings on Shareholder Communications, Share- 
holder Participation in the Corporate Electoral 
Process and Corporate Governance Generally.° The 
staff and public commentators should devote their 
attention to items of highest priority to the Commis- 
sion and not be distracted by proposals formulated by 
private persons who do not have the responsibility for 
developing a comprehensive and integrated regula- 
tory program. 


George A. Fitzsimmons 
Secretary 








5Securities Exchange Act Release No. 15548 
(February 5, 1979). 


6See Securities Exchange Act Release No. 13482 
(April 28, 1977). 
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Appendix A 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


Mr. Charles R. Halpern 

Director 

Institute for Public Representation 
Georgetown University Law Center 
600 New Jersey Avenue, N.W. 
Washington, D.C. 20001 


RE: Petitions, dated May 25, 1978, and November 
22, 1978, requesting that the Commission engage in 
rulemaking 


Dear Mr. Halpern: 


This letter is to formally advise the Institute of the 
Commission's disposition of the captioned petitions. 
On June 5, 1979, the Commission heard oral 
argument on these petitions, and, on July 5, 1979, it 
met in open session to act upon them. At the July 5 
meeting, the Commission voted unanimously to deny 
the May petition and, over Commissioner Karmel’s 
dissent, to publish the November petition for public 
comment. Securities Exchange Act Release No. 
16045, implementing the latter decision, is enclosed. 
As to the May petition, this letter shall constitute the 
statement required by 5 U.S.C. 555(e).! 


The Institute’s May petition requests that the 
Commission engage in rulemaking to consider certain 
proposed amendments to Rule 2(e) of the Commis- 
sion’s Rules of Practice, 17 CFR 201.2(e). Those 
amendments would impose a duty upon attorneys, 
under certain circumstances, to report fraud perpe- 
trated by their clients during the course of their repre- 
sentation with respect to any law administered or 
enforced by the Commission, or any such fraud 
perpetrated by any other person. Such a proposal 
raises many complex issues concerning the scope 
and nature of attorneys’ professional responsibilities. 
And, while the Commission recognizes the impor- 
tance of these issues to the effective administration 





Taithough Commissioner Karmel concurs in the 
Commission's decision to deny the May petition, her 
reasons for doing so are set forth in her separate 
statement appended to Release No. 16045. 
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of the federal securities laws, it has concluded not to 
publish to May petition for public comment at the 
present time. 


First, the Commission believes it preferable to 
continue to elucidate the contours of attorney 
responsibilities under the securities laws in particular 
law enforcement actions, or in disciplinary 
proceedings under Rule 2(e). Since the Commission 
considers this to be an evolving area in which guiding 
principles should emerge from the facts and circum- 
stances of particular cases,“ it is concerned that a 
generic rulemaking proceeding dealing directly with 
counsel's responsibilities would be premature at this 
time and believes that it should, accordingly, await 
further developments. 


The Commission is currently involved in a number of 
court actions and administrative proceedings which 
raise issues involving the responsibilities of attorneys. 
In several of these pending actions and proceedings, 
the matter sub judice may require the courts and the 
Commission to make determinations impinging on 


questions raised implicitly in the May petition. 
Accordingly, parallel consideration of these issues in 
the context of a rulemaking proceeding of the type 


2See Funds of Funds, Ltd. v. Arthur Anderson & 
Co., 567 F.2d 225, 227 (2d Cir. 1977), quoting United 
States v. Standard Oil Co., 136 F. Supp. 345, 367 
(S.D.N.Y. 1955); Brennan's Restaurants, Inc., 590 
F.2d 168 (5th Cir. 1979). 





3The Commission is, of course, free, in its discretion, 
to pursue either a case-by-case or rulemaking 
approach as it deems best under the circumstances. 
Securities and Exchange Commission v. Chenery 
Corp., 332 U.S. 194, 202-03 (1946); Natural 
Resources Defense Council v. Securities Exchange 
Commission, No. 77-1761 (D.C. Cir. April 20, 1979), 
slip. op. at 60. 


4See, e.g., Securities and Exchange Commission v. 
National Student Marketing Corp., 457 F. Supp. 682 
(D.D.C. 1978), cross-appeals pending, Nos. 79-1051, 
-1052, and -1053 (D.C. Cir.); Securities and Exchange 
Commission v. Haswell, No. 78-1048 (10th Cir.); /n 
the Matter of William R. Carter and Charles J. 
Johnson, Jr., 
3-5464. 
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proposed in the May petition would not be productive 
at this time. 


Moreover, as the Institute has pointed out, the 
American Bar Association’s Committee on the Evalu- 
ation of Professional Standards is currently drafting 
proposed revisions to the Code of Professional 
Responsibility. That effort may affect at least some of 
the considerations discussed by the Institute in its 
May petition, and the Commission does not believe 
that it should either duplicate the ABA’s work to the 
extent that it bears directly on practice under the 
federal securities law, or proceed without the benefit 
of the ABA’s conclusions. 


Finally, as Securities Exchange Act Release No. 
16045 sets forth, the Commission has determined to 
publish the November petition, in full, for public 
notice and comment. To the extent that the goals of 
the Institute in submitting its two petitions were to 
enhance professional responsibility and to further, in 
a constructive way, dialogue on that topic, the 
publication of the November petition should substan- 
tially fulfill those purposes; the Commission does not, 
however, believe that the additional step of soliciting 
comment on the May petition would add in a 
meaningful way to the achievement of those goals. 
Moreover, the Commission believes that the May 
petition bears a much more attenuated relationship to 
the disclosure philosophy of the securities laws, and 
that it is, therefore, less consistent with the Commis- 
sion’s traditionaly approach to rulemaking in the area 
of corporate governance, the on-going review of 
which is still before the Commission. Accordingly, 
the Commission has concluded that both limited 
Commission resources and public and professional 





SAithough it is likely that, at any given point in time, 
there will be some matters pending which could 
conflict with a rule proceeding of the type proposed 
by the Institute in its May petition, the pendency at 
this time, of several such matters of major 
importance which are likely to be decided in the near 
future suggests that this may be a_ particularly 
inappropriate time to publish the May proposals for 
comment. Decisions in these pending matters may 
provide significant guidance as to the scope of 
attorneys’ responsibilities under the Federal securities 
laws. 


attention will better be utilized by focusing them 
solely on the Institute’s November petition. 


The Commission wishes to convey its appreciation 
for the Institute’s concern and efforts in this 
important area. 


For the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16046/July 26, 1979 


Admin. Proc. File No. 3-5717 


In the Matter of 


STEPHEN R. GILLILAND, ESQ. 
60 West 3300 South, #2 
Salt Lake City, Utah 84133 


NOTICE OF PERMANENT DISQUALIFICATION 
FROM APPEARANCE OR PRACTICE BEFORE THE 
COMMISSION 


On April 25, 1979, the Commission entered an order, 
pursuant to Rule 2(e)(3)(i) of its Rules of Practice, 





6Were the Commission to initiate a rulemaking 
proceeding with respect to the May petition, it 
would, of course, at some point have to consider the 
extent of its authority to adopt the proposed amend- 
ments contained in that petition. See Securities 
Exchange Act Release No. 16045. In light, however, 
of the reasoning set forth in this denial letter, the 
Commission has not found it necessary at this time to 
reach that issue. 
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temporarily suspending Stephen R. Gilliland, an 
attorney, from appearing or practicing before the 
Commission. The order was based on a permanent 
injunction entered against Mr. Gilliland in Securities 
and Exchange Commission v. Century Mortgage Co., 
Ltd., et. al. (Civ. No. C-79-0049, D. Utah). 


On December 26, 1978, the district court, following a 
trial on the merits, found that Mr. Gilliland had aided 
and abetted violations of Section 5(a), 5(c) and 17(a) 
of the Securities Act of 1933 and Section 10(b) and 
Rule 10b-5 thereunder of the Securities Exchange Act 
of 1934. Specifically, the court found that Mr. 
Gilliland was involved in Century’s fraudulent 
securities transactions and was responsible for the 
preparation of false and misleading prospectuses. On 
January 4, 1979, the court permanently enjoined Mr. 
Gilliland from further violations of the registration and 
antifraud provisions of the federal securities laws. Mr. 
Gillland’s appeal of that decision (10th Cir. No. 
79-1202) was dismissed for lack of prosecution. 


Rule 2(e)(3)(ii) of the Commission’s Rules of Practice 
provides that any person temporarily suspended in 
accordance with paragraph (i) of that rule may, 
within 30 days after service upon him of the order of 
temporary suspension, petition the Commission to lift 
such suspension, but that if no petition has been 
received by the Commission within 30 days after such 
service, the suspension shall become permanent. Mr. 
Gilliland was duly notified of this provision. The 30- 
day period has expired and no petition to lift the 
suspension has been received by the Commission. 


Accordingly, notice is hereby given that the 
temporary suspension of Stephen R. Gilliland has 
become permanent and that Gilliland is, therefore, 


disqualified from appearing or practicing before the 
Commission. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21152/July 20, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 74101 


(70-5648) 


ORDER AUTHORIZING EXTENSION OF AUTHORI- 
ZATION TO MAKE LOANS FROM PARENT 
COMPANY TO SUBSIDIARY PIPELINE COMPANY 


Public Service Company of Oklahoma (‘’PSO”’), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and 
Transok Pipe Line Company (‘’Transok’’), a subsidi- 
ary pipeline company of PSO, have filed a post- 
effective amendment to their application-declaration, 
as previously filed in this matter pursuant to Sections 
6(a), 7, 9(a), 10, 12(b) and 12(f) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), and Rules 43 
and 45 promulgated thereunder regarding the 
following proposed transaction. 


By an order issued November 17, 1977, (HCAR No. 
20260), PSO was authorized to make short-term 
loans to Transok in an aggregate principal amount 
outstanding at any one time not to exceed 
$21,000,000, such loans to mature not later than 
June 30, 1979. 


PSO and Transok in this post-effective amendment 
have demonstrated a need for short-term borrowings 
in an aggregate amount to $10,000,000. PSO and 
Transok also propose that the Commission (i) extend 
the authorization for short-term borrowings to 
Transok by PSO through December 31, 1980, and (ii) 
amend the interest rate applicable for such 
borrowings. 





Proceeds from the borrowings will be used to finance 
Transok’s continuing construction program, to add to 
Transok’s general working funds and, if necessary, to 
return the Bonds. Principal construction projects 
during the period include the construction of a 
24-inch transmission line from the existing 24-inch 
transmission line in Creek County, the restoration and 
modification of the transmission line that extends 
from Bradley in Grady County to PSO’s Tulsa Power 
Station in Tulsa County and PSO’s Northeastern 
Station in Rogers County, the gathering lines and 
compressor facilities necessary to connect additional 
reserves during the period and the construction of a 
gas processing plant within Tranok’s gathering 
system. 


The interest rate currently applicable on any one day 
to Transok’s outstanding borrowings from PSO is 
equal to the daily average interest rate then being 
paid by PSO for its short-term borrowings. If at any 
time PSO has no short-term borrowings outstanding, 
the loans bear interest at the prime rate for commer- 
cial loans then in effect at the First National Bank and 
Trust Company of Tulsa. 


The prime rate at the First National Bank and Trust 
Company of Tulsa has not been representative of 
PSO’s actual borrowing costs. In order to provide an 
interest rate more representative of PSO’s actual 
borrowing costs during periods when PSO has no 
short-term borrowings outstanding, Transok requests 
that loans to it from PSO during such periods bear 
interest at the rate published in The Wal! Street 
Journal for commercial paper placed directly by a 
major finance company and having terms most nearly 
equal to the terms of the loans. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $600, 
including legal fees of $500. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction with respect to the proposed trans- 
actions. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21109), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and Rules 
thereunder are satisfied and that no adverse findings 


are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendment, be 
granted and permitted to become effective. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and Rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, with 
respect to (1) the proposed extension of authority for 
short-term borrowings to Transok by PSO through 
December 31, 1980, (2) the proposed amendment in 
the interest rate applicable to such borrowings, and 
(3) $10,000,000 of short-term loans. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to short-term loans 
exceeding $10,000,000, up to an aggregate amount 
of $35,500,000. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21153/July 20, 1979 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPO- 
RATION 

Buffalo, New York 

(70-6324) 
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ORDER AUTHORIZING ISSUANCE AND SALE AT 
COMPETITIVE BIDDING OF SINKING FUND 
DEBENTURES BY HOLDING COMPANY AND 
LOAN TO SUBSIDIARY 


National Fuel Gas Company (‘National’), a regis- 
tered holding company, and its wholly owned 
subsidiary company, National Fuel Gas Distribution 
Corporation (‘Distribution Corporation’’) have filed 
an application-declaration and amendments thereto 
with this Commission pursuant to Sections 6(a), 7, 
9(a), 10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rules 23, 42, 43, 
45 and 50 promulgated thereunder as applicable to 
the following transaction. 


National proposes to issue and sell at competitive 
bidding to the public in August 1979 not to exceed 
$40,000,000 principal amount of its_% Sinking Fund 
Debentures, Series due 1999 (‘‘Debentures’’). The 
price paid to National exclusive of accrued interest, if 
any, shall be not less than 99%, nor more than 102% 
of the principal amount thereof. The Debentures will 
be issued under an Indenture dated as of October 15, 
1974, as heretofore supplemented, and as it will be 
supplemented by a proposed Second Supplemental 
Indenture thereto. 


The proposed Second Supplemental Indenture will 
provide that none of the Debentures shall be 
redeemed prior to the 1st day of August 1984, if such 
redemption is for the purpose or in anticipation of 
refunding the Debentures through the use directly or 
indirectly of funds borrowed by National at an 
effective interest cost to the Company (calculated in 
accordance with generally acceptable financial 
practice) of less than the effective interest cost of the 
Debentures. Otherwise, the Debentures will be 
redeemable in whole or in part, at any time or times, 
at the option of National, on 30 days notice, upon 
payment of the applicable percentage of the principal 
amount so redeemed, together in each case with 
interest accrued thereon to the redemption date. A 
sinking fund will be provided to redeem $2,650,000 of 
the Debentures on or before August 1 of each year, 
commencing with the year 1985 to and including the 
year 1998. The balance of the Debentures will be 
redeemed on or before August 1, 1999. 


From the proceeds of the sale of the Debentures, 
National proposes to prepay a $4,500,000 short-term 
unsecured note held by Chase Manhattan Bank, N.A. 
(“Chase’’) and described more fully in this Commis- 
sion’s order dated March 26, 1979 (HCAR No. 
20974), and National also proposes to lend 
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$35,500,000 to Distribution Corporation in exchange 
for long-term unsecured notes issued by Distribution 
Corporation. Such notes will be dated as of the date 
of issue, will bear interest payable semiannually at the 
effective interest cost of the Debentures rounded to 
the next highest multiple of 1/10 of 1%, will mature 
serially, one year in advance of the related sinking 
fund obligation for the Debentures, and will be 
prepayable at any time, in whole or in part, without 
penalty or premium. Distribution Corporation 
proposes to use the proceeds from the sale of such 
notes to prepay a $9,000,000 short-term unsecured 
note held by National as described more fully in this 
Commission's order dated May 9, 1978 (HCAR No. 
20540), and National will then use such $9,000,000 to 
prepay an equal amount of its short-term notes held 
by Chase; Distribution Corporation proposes to use 
the balance of the loan ($26,500,000) for its 1979 
construction program. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transactions are 
estimated at $120,000, including counsel fees of 
$36,000, printing expenses of $23,800, trustee’s fees 
of $15,500, auditor’s fees of $13,000, rating fees of 
$12,800 and miscellaneous expenses of $8,740. In 
addition, the fee of counsel for the successful bidders 
is estimated at $24,500, and is to be paid by the 
successful bidders. The Public Service Commission 
of New York and the Pennsylvania Public Utility 
Commission have issued orders authorizing the 
issuance and sale of certain notes by National Fuel 
Gas Distribution Corporation. No federal commission 
and no other state commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21111), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 





For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21154/July 23, 1979 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6292) 


ORDER AUTHORIZING PUBLIC UTILITY SUBSIDI- 
ARY TO OBTAIN A SIXTY YEAR FRANCHISE TO 
OPERATE A MUNICIPAL ELECTRIC SYSTEM AND 
AN OPTION TO ACQUIRE THAT SYSTEM 


Louisiana Power & Light Company (“LP&L’’), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an 
application-declaration with this Commission pursu- 
ant to Sections 6(e), 7, 9(a), and 10 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) 
regarding the proposed transaction. 


LP&L is a public utility company engaged in the 
business of generating, transmitting, distributing and 
selling electric power and energy. It operates in 46 of 
the 64 parishes in the State of Louisiana, including 
the Parish of Richland. 


The Town of Rayville (“Town”) is a municipal 
corporation of the State of Louisiana, located in the 
Parish of Richland, in the northeasterly part of the 
State. Its population is approximately 4,400 people. 
The Town owns, operates and maintains a system for 
the generation, distribution and sale of electric power 


and energy to customers within its corporate limits as 
well as to some customers outside such corporate 
limits (‘Electric System’’). As of December 31, 1978, 
the Town had 2,408 electric customers, of which 
2,023 were classified as residential, 340 were 
classified as commercial, 5 were classified as 
industrial, and 40 were classified as government and 
municipal customers. The Electric System immediate- 
ly adjoins and is connected to LP&L’s electric system 
and facilities. 


LP&L states that, for financial and other reasons, 
including difficulty in obtaining fuel, the Town has 
been encountering increasing difficulty in the 
operation and maintenance of the Electric System 
and has concluded that these problems would 
continue to become worse in the future. At the 
request of the Mayor and Board of Aldermen of the 
Town, representatives of LP&L have negotiated with 
representatives of the Town and on November 20, 
1978 submitted to the Mayor and Board of Aldermen 
an offer (‘Offer’) for the operation and possible 
ultimate acquisition of the Electric System by LP&L 
as set forth in an operating agreement (‘’Operating 
Agreement”). 


Under the terms of the Operating Agreement LP&L 
will be obligated, at its own expense, to operate and 
maintain the entirety of the Electric System exclusive 
of the generating facilities (‘‘Distribution System”), 
providing for the entirety of the electric power supply 
requirements of the Distribution System and _ its 
customers, and LP&L may (but will not be obligated 
to) operate and/or maintain the Electric System’s 
generating facilities (‘Generating Facilities’) or any 
part thereof; to make such additions, improvements 
and replacements to, extensions of, and retirements 
with respect to, the Distribution System as LP&L 
considers necessary or desirable, and may (but will 
not be obligated to) make additions, improvements 
and replacements to, and retirements with respect to, 
the Generating Facilities; to read the meters and bill 
the customers of the Distribution System; and to 
maintain in effect certain insurance coverages with 
respect to the Electric System. Additions, improve- 
ments, replacements and extensions so made shall be 
and shall remain the property of LP&L, but provision 
is made for the acquisition thereof by the Town in the 
event the Operating Agreement is terminated or nulli- 
fied without LP&L acquiring ownership of the Electric 
System. 


Further, under the terms of the proposed Operating 
Agreement the rates to be charged or made available 
by LP&L to the various classes or categories of 
customers of the Distribution System shall be the 
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same rates which LP&L charges or makes available to 
the same classes or categories of customers 
elsewhere in the State of Louisiana. Such rates are 
regulated by the Louisiana Public Service Com- 
mission. 


LP&L will retain all revenues collected by it under the 
Operating Agreement. It will, however, be obligated 
to make Amortization Fund Deposits to a designated 
fiscal agent in amounts sufficient to pay the principal 
of and interest on the Town’s outstanding bonds. 
The Town presently has outstanding bonds in the 
aggregate principal amount of $1,859,000 which are 
payable from the income and revenues of its water- 
works and electric systems and plants (“Bonds”), 
consisting of the principal amounts presently 
outstanding of four different series of such bonds 
issued during the years 1962 through 1973 (the Bonds 
issued in 1973 being dated December 1, 1972), 
maturing on December 1st of the years 1979 through 
1997, and bearing interest at rates from 3%% to 
5%% per annum. The average rate of the Bonds is 
4.80% per annum. The aggregate annual amounts of 
the Amortization Fund Deposits to be made by LP&L 
vary from a high of $182,035.50 in 1980 to a low of 
$5,162.50 in 1997. As long as the Operating Agree- 
ment or the franchise to be granted to LP&L by the 
ordinance hereinafter discussed or any replacement 
or successor or successive franchise remains in 
effect, LP&L is also obligated to pay the Town 2% of 
the revenues from residential and commercial 
customers within the corporate limits of the Town, 
but if the aggregate of such 2% payments and 
LP&L’s ad valorem taxes in the Town for any 
calendar year total less than $65,000, LP&L will pay 
the Town the difference within 30 days after the end 
of such calendar year, and if residential and 
commercial revenues within the corporate limits 
exceed $923,000 in any calendar year, the $65,000 
will be increased for such calendar year by an amount 
equal to 1% of such excess. The Town is also pro- 
tected during the same period against the possibility 
that increased electric rates may cause the annual 
cost to the Town of LP&L’s municipal electric service 
to the Town to become greater than the aggregate of 
the annual payments set forth above. LP&L will not 
assume or be liable for any contracts, accounts pay- 
able or financial obligations or liabilities of the Town. 
LP&L will have the right, under the Operating 
Agreement, to pay and refund any or all of the 
Bonds, and/or to prerefund any of the Bonds which 
may not then be callable. 


The Operating Agreement will give LP&L the further 
right, at any time that LP&L considers it economically 
feasible to do so, to require the Town to issue and 
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sell refunding bonds in an amount sufficient to pay 
and refund and/or pre-refund all of the Bonds then 
outstanding, either (a) on the basis of the 
replacement of the Operating Agreement with a 
lease-purchase agreement whereunder LP&L would 
become the lessee of the Electric System, the lease 
payments made by LP&L would be sufficient to 
assure the payment of the refunding bonds, and 
LP&L would have the right to acquire the Electric 
System on the same basis as provided for in the 
Operating Agreement, or (b) on the basis of the 
replacement of the Operating Agreement with a new 
Operating agreement reflecting such changes as 
necessarily result from such refunding but otherwise 
having substantially the same terms, conditions and 
provisions as the Operating Agreement. The Town 
may require LP&L to participate in such a refunding 
provided that the last maturing refunding bonds 
mature no later than the last maturity date of any of 
the Bonds and that the annual debt service on the re- 
funding bonds is no greater for any year than the 
amount of the Amortization Fund Deposit for such 
year. 


The Operating Agreement will further provide that at 
such time as no Bonds or refunding bonds are out- 
standing (pre-refunded Bonds and/or pre-refunded 
refunding bonds being considered as no longer out- 
standing), LP&L will have the right and option, for 
the considerations resulting from the terms of the 
Operating Agreement (or the terms of any lease- 
purchase agreement or new operating agreement in 
connection with any refunding bonds), to acquire 
from the Town the entirety of the Electric System. 


The Offer also provides for the Mayor and Board of 
Aldermen of the Town to adopt an ordinance which 
ordinance will order the Mayor of the Town to 
execute and deliver the Operating Agreement and 
such other deeds, conveyances and contracts as may 
be necessary thereafter to carry out and consummate 
the Offer and the terms of the Operating Agreement, 
and will grant a 60-year electric franchise throughout 
the Town to LP&L. 


To avoid the situation which would otherwise exist if 
the Operating Agreement is ever terminated or 
nullified without LP&L acquiring the ownership of the 
Electric System and LP&L’s franchise is still effective, 
the Offer also provides for the Company to execute 
and deliver to the Town a letter in which the 
Company agrees that in such situation it will, on 
demand, release and relinquish such franchise. 





The fees, commissions and expenses to be incurred 
by LP&L in connection with the proposed transaction 
are estimated at $10,000, including legal fees of 
$8,000. It is stated that no state or federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
21098), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and the interest of investors and consumers 
that said application-declaration, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitszimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21155/ July 23, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


. (70-5899) 


PROPOSAL TO ISSUE COMMON STOCK PUR- 
SUANT TO A TAX REDUCTION EMPLOYEE STOCK 
OWNERSHIP PLAN 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (‘Columbia’), a registered holding 
company, has filed a post-effective amendment to a 
declaration previously filed with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the amended declaration for a 
complete statement of the proposed transaction. 


By orders dated October 4, 1976 and August 10, 1978 
(HCAR Nos. 19704 and 20666) in this matter the 
Commission authorized Columbia to issue up to 
125,000 shares of its common stock pursuant to its 
Tax Reduction Employee Stock Ownership Plan 
(“TRESOP”) during the years 1976 and 1977 with 
respect to the tax years 1975 and 1976 and up to 
400,000 shares during the years 1978 through 1981 
with respect to the tax years 1977 through 1980. 
Section 301 of the Tax Reduction Act of 1975 created 
the special one percent investment tax credit which 
funds the TRESOP. That tax credit was extended 
through the 1980 tax years by the Tax Reform Act of 
1976 and has now been extended through the 1983 
tax year by the Revenue Act of 1978. Columbia 
proposes to continue to contribute to the TRESOP 
amounts equal to the special one percent investment 
tax credit in the form of its authorized but unissued 
common stock. 


Accordingly, Columbia seeks authorization to issue 
its authorized but unissued common stock pursuant 
to its TRESOP with respect to the tax years 1978 
through 1983. Of the 400,000 shares originally 
authorized, 91,657 were issued for the 1977 tax year, 
308,343 remain for the 1978 through 1980 tax years. 
Based on qualified property additions by the System 
in 1978 and on present estimates for 1979 through 
1983, it is estimated that the additional one-percent 
investment tax credit could amount to approximately 
$13,000,000 in total for the tax years 1978 through 
1983. At an assumed average trading price of $28 per 
share, it is presently estimated that 464,000 shares of 
stock would be issued under the non-contributory 
portion of the TRESOP for the six years involved. 
Columbia therefore requests that the existing authori- 
zation for the issuance of 308,343 shares with respect 
to the tax years 1978 through 1980 be superseded by 
authorization for the issuance of up to 500,000 shares 
with respect to the tax years 1978 through 1983. 
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In addition to the foregoing, the Tax Reform Act of 
1976 permits Columbia to claim an additional % of 
1% investment tax credit to the extent it is matched 
by voluntary contributions by the participants. 
Columbia has decided to amend the TRESOP to add 
the contributory % of 1% feature effective with the 
1978 tax year. Under the contributory portion of the 
plan, it is estimated that the additional % of 1% 
investment tax credit will equal $6,500,000. That 
amount will be matched by equal employee contri- 
butions. Based on an assumed price of $28 per share, 
464,000 shares would be issued. Columbia proposes 
to issue to the TRESOP (1) up to 250,000 shares of 
authorized but unissued common stock of Columbia 

in consideration of the additional % of 1% 
_ investment tax credit and (2) up to 250,000 shares of 
authorized but unissued common stock in considera- 
tion of equal contributions by employees. 


Columbia presently has 50,000,000 shares of common 
stock authorized and 32,580,226 shares outstanding, 
of which 149,614 shares were issued as contributions 
to the TRESOP in 1976, 1977 and 1978 with respect 
to the 1975, 1976 and 1977 tax years. The number of 
new shares which will be issued under both the 
contributory and non-contributory portions of the 
plan will be determined by dividing the amount of the 
additional investment tax credit or matching 
employee contribution by the average of the closing 
prices of Columbia’s common stock on the New York 
Stock Exchange Composite Tape for the 20 consecu- 
tive trading days immediately preceding the date of 
issue. In no case will the new shares be issued for 
less than the $10 par value of Columbia’s common 
stock. Dividends on the shares held in the TRESOP 
will continue to be paid currently to the beneficial 
owners. The Trustee of the TRESOP will not be 
permitted to vote the shares it holds, unless it shall 
have received voting instructions from participating 
employees. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $31,300, including legal fees of $2,000 
and accounting fees of $8,500. It is further stated that 
no state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than August 16, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
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order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21156/July 24, 1979 
In the Matter of 


AMERICAN CAN COMPANY 
Greenwich, Connecticut 


(31-770) 


ORDER GRANTING EXEMPTION PURSUANT TO 
SECTIONS 3(a)(3)(A) and 3(a)(5) 


American Can Company (‘American’), a holding 
company, has filed an application for exemption 
pursuant to Sections 3(a)(3)(A) and 3(a)(5) of the 





Public Utility Holding Company Act of 1935 (‘‘Act’’) 
which is summarized below. 


American, a New Jersey corporation, is engaged 
directly and, though its subsidiaries, indirectly, 
primarily in the manufacture, distribution and sale of 
containers and packaging products and consumer 
products and in resource recovery and chemical 
operations. In 1978, American and its subsidiaries 
reported net sales of $3,981,000,000 and net income 
of $105,600,000. 


One of American’s subsidiaries is Marathon 
Corporation Canada Limited (‘‘Marathon’’). Marathon 
is wholly owned by American, exempt for directors’ 
qualifying shares, and is headquartered in Ontario, 
Canada. It is engaged directly, anda through subsidi- 
aries, in the manufacture and distribution of paper 
products. 


American Can of Canada Limited (“American Ltd.”), 
a wholly-owned Canadian subsidiary of Marathon, 
owns and operates manufacturing facilities in the 
Town of Marathon, Ontario, Canada. At its facilities, 
American Ltd. generates electrical power sufficient to 
meet its manufacturing needs. Any excess electrical 
power is sold to Peninsula Utilities Limited (‘‘Penin- 
sula”’), also a Canadian subsidiary of Marathon, 
which is engaged solely in the business of purchasing 
excess electrical power from American Ltd. and 
distributing and selling such power to commercial 
and residential customers in the Town of Marathon. 


Peninsula does not sell electrical power in any other 
location. 


For 1978, Peninsula reported sales of $483,000 and a 
net loss of $43,000 (figures in Canadian dollars). 
During that period, Peninsula distributed approxi- 
mately 16,000,000 Kwh of electrical power to the 
2,400 residents of the Town of Marathon. 


American states that its only interest, direct or 


‘ indirect, in the sale of electricity is its indirect owner- 


ship of Peninsula. The revenues of Peninsula for 1978 
constitute approximately 1/100th of 1% of Ameri- 
can’s 1978 consolidated revenues. 


Section 3(a)(3)(A) provides that the Commission shall 
exempt a holding company and its subsidiaries if 


“‘such holding company is only 
incidentally a holding company, being 
primarily engaged or interested in one 
or more businesses other than the 
business of a public-utility company 
and *** not deriving, directly or 
indirectly, any material part of its 
income from any one or more 
subsidiary companies, the principal 
business of which is that of a public- 
utility company ***.”’ 


Similarly, Section 3(a)(5) provides that the Commis- 
sion shall exempt a holding company and its subsidi- 
aries if 


“such holding company is not, and 
derives no material part of its income, 
directly or indirectly, from any one or 
more subsidiary companies which are, 
a company or companies the principal 
business of which within the United 
States is that of a public-utility 
company.” 


On the basis of the foregoing, it appears that 
American is entitled to an exemption under Sections 
3(a)(3)(A) and 3(a)(5). The exemption extends to 
American and every subsidiary company as such, and 
exempts these companies from every provision of the 
Act which would apply to them in their capacity as a 
holding company or subsidiary thereof. American is 
not hereby exempted from Section 9(a)(2) of the Act 
or any other provision which applies to it as a 
“person” or as an “‘affiliate’’. 


Due notice of the filing of said application has been 
given (HCAR No. 21096) and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that American is only incidentally a holding company 
being engaged primarily in one or more businesses 
other than the business of a public utility and, that it 
does not derive a material part of its income from any 
public utility within the United States. 


IT IS ORDERED, accordingly, that American and 
each of its subsidiaries as such be, and they hereby 
are exemption from all provisions of the Act except 
Section 9(a)(2) thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21157/July 25, 1979 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPA- 
NY 

P.O. Box 21106 

Shreveport, Louisiana 71156 


(70-6251) 


NOTICE OF PROPOSED LEASE ARRANGEMENTS 
FOR THE ACQUISITION OF COAL RAIL CARS 


NOTICE 1S HEREBY GIVEN that Southwestern 
Electric Power Company (‘“SWEPCO”), an electric 
utility subsidiary of Central and South West Corpora- 
tion, a registered holding company, has filed with this 
Commission a post-effective amendment to its 
application previously filed and amended pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act'’), designating Sections 9(a) and 10 of the Act 
as applicable to the proposed transaction. All 
interested persons are referred to the application, as 
amended by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated January 31, 1979 (HCAR No. 20906), 
SWEPCO was authorized to enter into lease arrange- 
ments concerning its acquistion of 242 coal hopper 
rail cars. Said 242 rail cars were part of 605 such cars 
that SWEPCO proposed to acquire, and jurisdiction 
was reserved in said order with respect to the terms 
of SWEPCO’s proposed acquisition of the remaining 
363 rail cars. 
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The rail cars are one hundred ton, sixty foot, open- 
top coal hopper rail cars for use in unit train service 
between Gillette, Wyoming and SWEPCO’s Welsh 
Unit No. 1, Welsh Unit No. 2 and Flint Creek power 
plants. SWEPCO acquired 605 equivalent rail cars 
pursuant to the authorizations given in orders of 
August 9, 1976 (HCAR No. 19643), and October 12, 
1977 (HCAR No. 20207). Each unit train consists of 
110 coal cars and SWEPCO maintains a 10% or 11 
car reserve for maintenance and repairs. The 
proposed acquisition of 605 cars will provide one 
additional unit train for Welsh Unit No. 1, one 
additional unit train for Flint Creek and three unit 
trains for Welsh Unit No. 2, which is presently being 
constructed and is scheduled for commercial 
operation in 1980. The 605 cars will cost approxi- 
mately $25,000,000, with the final cost dependent 
upon the amounts of any sales or use taxes. 


It is stated that additional unit trains for Welsh Unit 
No. 1 and Flint Creek are necessary because the 
turnaround times experienced by SWEPCO are in 
excess of the times originally esitmated, such tardi- 
ness being attributed to congestion on the railroad’s 
line from the mine site near Gillette, Wyoming to the 
Welsh plant in Cason, Texas and the Flint Creek plant 
in Siloam Springs, Arkansas, distances of about 
1,500 and 1,100 miles, respectively. The estimated 
turnaround time to the Welsh plant was 155 hours; 
that actually experienced, 210 hours. The estimated 
turnaround time to the Flint Creek plant was 114 
hours; that actually experienced, 183 hours. To 
compensate for the added time SWEPCO had been 
using two unit trains consisting of carrier-owned rail 
cars supplied by Burlington Northern, inc., one of 
which is no longer available to SWEPCO. SWEPCO 
believes it advisable to acquire sufficient additional 
cars (242) so that it does not need to rely on carrier- 
owned cars for these two unit trains. 


It is further stated that 363 cars (three unit trains) are 
presently estimated to be sufficient to transport the 
coal requirements for Welsh Unit No. 2, the coal for 
which is to be provided under a contract between 
SWEPCO and Amax Coal Company covering coal 
requirements for Welsh Unit No. 1, Welsh Unit No. 2 
and Flint Creek for the first 25 years of the operation 
of such facilities. 


SWEPCO intends that all of the rail cars will be used 
exclusively by it. Since the unit trains will operate 
continuously there will be no spare car capacity. In 
the event the turnaround time now experienced by 
SWEPCO is reduced, SWEPCO will either acquire 
fewer coal cars than the number presently anticipated 
to be required to service Welsh Unit No. 3 or will 





refrain from replacing cars which have become worn 
out or irreparably damaged in operation, or both. 


By post-effective amendment SWEPCO requests 
authorization to enter into a proposed railroad equip- 
ment lease (‘‘Lease’’) for its acquisition of the 
remaining 363 rail cars. The Lease is with Cason Car 
Corporation (“‘Lessor’’) and is for 363 rail cars for an 
interim term beginning on the date of delivery of the 
rail cars and ending on January 1, 1980, followed by 
a primary term of 20 years ending on January 1, 
2000. The rental for the interim term will be a payent 
on January 1, 1980, equal to the purchase price of 
the rail cars, as defined in the Lease, times the daily 
equivalent of 9% % per annum for each day of the 
interim term. Rental payments thereafter will be 
required semiannually, commencing July 1, 1980, in 
accordance with the following schedule: 


No. of 
Payments 


Percent of 
Purchase Price 


Rental Payment Dates 








July 1, 1980—Jan. 1, 1985 10 
July 1, 1985—July 1, 1999 29 
Jan. 1, 2000 1 


4,875% 
6,259% 
16,259% 


The rental payments are calculated to be an amount 
sufficient to pay interest only at 9% % per annum on 
the purchase price for the first five years of the 
primary term, to amortize 90% of the purchase price 
at 9%% per annum during the sixth through 20th 
year of the primary term, with a final payment of the 
then remaining unamortized portion of the purchase 
price. 


The Lease is a net lease under which SWEPCO 
agrees to pay all taxes and charges on the rail cars of 
assessed against the Lessor (other than income taxes 
assessed against the Lessor on its fees) and 
covenants to keep the rail cars insured or 
self-insured, free of non-permitted liens and 
encumbrances, in good maintenance and repair and 
in compliance with laws and governmental 
regulations. In the event of a casualty occurence 
(which would include a rail car’s becoming worn out, 
lost, stolen, destroyed, condemned or otherwise 
permanently unfit for use), SWEPCO is required to 
either: (1) terminate the Lease with respect to such 
rail car and pay the Lessor a sum equal to the 
Casualty Value of such rail car; (2) substitute 
replacement equipment having a value and a useful 
life at least equal to the Casualty Value and 
remaining useful life of the rail car being replaced; or 


(3) provide sufficient funds to the Lessor to enable it 
to acquire replacement equipment meeting the 
requirements of clause (2) above. The Casualty Value 
of rail car represents the then unamortized portion of 
its purchase price as of a given rental payment date. 


The rail cars are being manufactured by Thrall Car 
Manufacturing Company (‘Thrall’) and will be sold 
by it to the Lessor under a conditional sales 
agreement (""CSA’’). Thrall will assign its right, title 
and interest in the CSA and the rail cars to 
Mercantile-Safe Deposit and Trust Company, as 
agent (‘‘Agent’’) pursuant to an agreement and 
assignment (‘Assignment’), which will hold security 
title to the rail cars on behalf of Home Beneficial Life 
Insurance Company, the Lafayette Life Insurance 
Company, the State of North Carolina, Republic 
National Life Insurance Company, Royal Globe 
Insurance Company, The State Life Insurance 
Company and United Farm Bureau Family Life 
Insurance Company (collectively, the “Investors’’), 
who will provide 100% of the purchase price of the 
rail cars. The Investors will be repaid in installments 
under the CSA equal to the rental payments required 
to be made by SWEPCO under the Lease. The 
Investors, the Agent and SWEPCO will enter into a 
finance agreement describing the proposed trans- 
action, and the Lessor will assign to the Agent, as 
additional security, the rentals to be received under 
the Lease (SWEPCO will acknowledge notice of and 
consent to such assignment). 


SWEPCO will have the right to terminate the Lease 
as of any rental payment date occurring on or after 
January 1, 1990, in the event it determines the rail 
cars are no longer economical for use in its opera- 
tions by paying the Casualty Value of the rail cars at 
such date to the Lessor. Upon payment of the 
Casualty Value or upon payment of the last rental 
installment SWEPCO will receive title to the rail cars 
and will have no further obligations under the Lease. 
SWEPCO will also have the right to terminate the 
Lease as of any rental payment date by depositing 
with the Agent an amount sufficient to prepay the 
unamortized principal amount of the CSA indebted- 
ness plus a premium equal to 9% % of such amount 
during the first year of the primary term and declining 
by equal annual amounts to no premium the final 
year of the primary term, provided that no such 
redemption can be made prior to January 1, 1990, 
from the proceeds of borrowings by SWEPCO having 
a lesser interest cost or a shorter remaining weighted 
average life than the interest cost or remaining 
weighted average life of the CSA indebtedness. 
SWEPCO can also terminate the lease as of any 
rental payment date by entering into and delivering to 
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the Agent an assumption agreement under which the 
Lessor would assign its interests as vendee under the 
CSA to SWEPCO and SWEPCO would directly 
assume liability for repayment of the CSA indebted- 
ness. 


It is stated that SWEPCO intends to include the full 
amount of the rental payments under the Lease in 
determining its fuel costs for use in the fuel adjust- 
ment clause of its rates, subject to approval by 
applicable regulatory authorities. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 21, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application, as amended by said post-effective 
amendment, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended by said post-effective 
amendment or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such Rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and order 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21158/ July 25, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 


(70-6260) 


ORDER AUTHORIZING FINANCING OF FUEL 
SUBSIDIARY 


New England Electric System (“NEES”), a registered 
holding company, and its fuel subsidiary New England 
Energy Incorporated (‘‘NEEI’’) have filed with this 
Commission an application-declaration and amend- 
ments thereto pursuant to Sections 6(a), 7, 9(a), 10, 
12(b) and 12(d) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rules 43, 50(a)(2) and 
50(a)(3) promulgated thereunder concerning the 
following proposed transactions. 


By order dated October 30, 1974 (HCAR No. 18635), 
NEES was authorized to organize NEEI and acquire 
its capital stock and NEEI was authorized to enter 
into a partnership agreement with Samedan Oil 
Corporation (‘‘Samedan”’) to explore for oil and gas. 
Jurisdiction was reserved in said order with respect to 
any transactions between NEEI and other companies 
within the NEES system. By order dated June 18, 
1976 (HCAR No. 19580), NEES was authorized to 
invest in NEEI up to $45,000,000 through December 
31, 1979, to finance exploration and development 
activities as well as NEEl’s procurement and inventory 
activities. To date, NEEI has been financed exclusive- 
ly by the issuance to NEES of common stock and the 
issuance to NEES of subordinated notes. 


By order dated July 19, 1978 (HCAR No. 20632), 
NEEI was authorized to make sales of fuel oil to New 
England Power Company (“NEP”), an_ affiliate, 
pursuant to a fuel purchase contract on terms and 
conditions set forth in said order. Those terms 
included a pricing policy under which NEEI’s total 
costs related to its exploration and development 
program, including capital costs as defined, are 
divided by total estimated equivalent barrels of 
reserves to determine a unit cost to be applied to 
each equivalent barrel produced. With respect to 





capital costs, a method was prescribed for their 
determination based on a hypothetical capital 
structure imputed to NEE! approximately equivalent 
to the capital structure of NEP. In this connection, it 
was contemplated that NEEI would obtain outside 
financing and apply the proceeds to reduce the 
subordinated notes. 


NEEI seeks authorization to enter into an agreement 
(the ‘‘Loan Agreement’’) with the Bank of Montreal 
(the ‘‘Agent’’) for an $80,000,000 revolving credit 
loan by a syndicate of banks (the ‘’Banks’’) which 
upon termination would become a term loan. The 
proposed arrangement could extend for a maximum 
of ten years. 


The proposed loan will provide NEE! with available 
credit of up to $40,000,000 in 1979, $60,000,000 in 
1980, and $80,000,000 in 1981. The revolving credit 
period runs from January 1, 1979, through December 
31, 1981, and may, at NEEI’s option, be extended for 
two additional years. The Banks will make a term 
loan to NEEI upon termination of the revolving credit 
period in the amount of the revolving credit balance 
outstanding on the termination date, such loan to be 
for a maximum of five years and to require equal 
quarterly payments amortizing the principal. The loan 
will bear interest during the revolving credit period at 
a rate per annum of % of 1% over the Agent's 
United States prime rate or 7/8 of 1% over the 
London Interbank Offered Rate (‘‘LIBOR’’) for 30, 60, 
90 or 180-day United States dollar deposits, at NEEI'’s 
option. The loan will bear interest during its term loan 
period at a rate per annum of 7/8 of 1% over the 
Agent’s United States prime rate, or 1% over LIBOR 
for 30, 60, 90 or 180-day United States dollar 
deposits, at NEEls option. There is a commitment fee 
on the unused available portion of the loan commit- 
ment of % of 1% per year (on that year’s committed 
amount) during the revolving credit period and 3/8 of 
1% per year during any extension of that period. 
Interest and the commitment fee are payable 
quarterly. The loan will be prepayable without penalty 
and the commitment amount may be reduced in 
whole or in part without penalty. There will also be a 
facility fee of $75,000, payable to the Agent upon 
execution of the Loan Agreement and an additional 
$50,000 fee at execution if the Agent syndicates the 
loan. 


A principal condition of the proposed loan is a 
covenant by NEEI to finance its oil and gas explora- 
tion and development program costs on a basis 
which will include senior debt in the form of the 
proposed loan up to 60 percent and no less than 40 
percent common stock equity and premium, subor- 


dinated notes payable to NEES and deferred taxes. 
For this purpose, applicants-declarants request that 
the Commission extend for a period coterminous with 
the maximum period under the proposed loan (i.e., 
until December 31, 1988) the authority granted in the 
order of June 18, 1976 (HCAR No. 19580). This 
would include authority for NEES to continue to 
invest in subordinated notes of NEEI under the 
existing Capital Funds Agreement up to a total of 
$45,000,000 for the life of the proposed loan. 


The Loan Agreement will require NEEI to prepay the 
proposed loan to the extent of proceeds NEEI 
receives from any long-term financing secured by any 
of its oil and gas properties included in the full cost 
pool. It will also limit modifications which may be 
made to the fuel purchase contract between NEEI 
and NEP and will require assignment to the Agent by 
NEEI of its rights under the fuel purchase contract. 


Applicants-declarants expect an initial drawdown on 
the loan will be made on or about July 27, 1979, in 
the amount of $30,000,000, which amount will be 
applied to the payment of NEEI’s outstanding subor- 
dinated notes to NEES, thereby reducing them from 
$43,035,000 to $13,035,000. In accordance with the 
terms of the order of July 19, 1978 (HCAR No. 
20632), NEEI will credit such proceeds against (1) the 
debt portion of the hypothetical NEP-based capitali- 
zation, (2) the preferred stock portion of the hypo- 
thetical NEP-based capitalization, and (3) to the 
extent such payment has not been fully applied, to 
the equity portion of the hypothetical NEP-based 
capitalization. After such application, the remaining 
$13,035,000 of investments by NEES in NEEI’s subor- 
dinated notes shall be deemed to be equity in 
addition to NEES’s $250,000 investment in NEEI’s 
common stock. Future drawdown will be credited in 
the same manner and used to assist in financing 
NEEI’s oil and gas exploration and development 
program as and to the extent that such program is 
approved by this Commission in separate proceed- 
ings. 


It is stated that if the initial drawdown of $30,000,000 
had been made on June 29, 1979, NEEI would have 
credited the proceeds against 100% ($21,993,000) of 
the debt portion of the hypothetical NEP-based 
capitalization, 100% ($5,571,000) of the preferred 
stock portion of the hypothetical NEP-based capitali- 
zation, and 15% ($2,436,000) of the common equity 
portion of the hypothetical NEP-based capitalization. 
Such drawdown would have resulted in annual 
savings in charges to the full cost pool of $548,000, 
exclusive of one time costs of $224,000. 
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Applicant-declarants claim exemption from the 
competitive bidding requirement of Rule 50 for the 
issuance of notes to the Banks pursuant to Rule 
50(a)(2) and for NEEl’s issuance of notes to NEES 
pursuant to Rule 50(a)(3). 


The fees and expenses to be incurred in connection 
with the proposed transactions (excluding the 
previously mentioned facility fee of $75,000, syndi- 
cation fee of $50,000 and commitment fees) are 
estimated at $60,000, including $50,000 of legal fees 
of the Agent and $8,000 of services to be performed 
at cost by New England Power Service Company, an 
affiliate of applicant-declarants. No state commission 
and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21105), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and rules thereunder are satis- 
fied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and _ conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21159/July 25, 1979 
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In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. ® 


2 Broadway 
New York, New York 10004 


(70-6334) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO UNDER- 
WRITTEN RIGHTS OFFERING 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (““AEP’’), a registered holding 
company, has filed with this Commission a 
declaration pursuant to the Public Utility Holding 
Company Act of 1935 (“Act’’), designating Sections 
6, 7, and 12(c) of the Act and Rules 42 and 50 
promulgated thereunder as applicable to the 
proposed transation. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


AEP proposed to offer to the holders of its common 
stock outstanding as of the close of business on 


September 6, 1979, or such later date as the post- 
effective amendment to its registration statement 
under the Securities Act of 1933 may become 
effective (the ‘‘Record Date’’), the following: 


(i) The right to subscribe (‘Rights’’) 
for shares of AEP’s authorized but 
unissued common stock on the basis 
of one share for each fifteen shares 
held on the Record Date. 


(ii) To each shareholder owning a 
number of shares not evenly divisible 
by fifteen, the right to subscribe for 
such fractional interest as, when 
added to his terminal fraction, will 
enable him, subject to allotment if 
necessary, to purchase (the ‘’Step-up 
Privilege’) one additional full share of 
AEP’s authorized but unissued commn 
stock. The total number of authorized 
but unissued shares representing the 
fractional interests to be offered to 
stockholders is 8,000,000, less the 
number of shares required under (i) 
above. If additional shares are required 
to meet the Step-up Privilege, they are 





to be made available from shares not 
subscribed for pursuant to the exercise 
of Rights. (Such 8,000,000 authorized 
but unissued shares, together with any 
outstanding shares of AEP common 
stock (not exceeding 800,000 shares) 
as may be acquired by AEP pursuant 
to stabilizing activities described 
further below, hereinafter referred to 
as the “Additional Common Stock”’.) 


(iii) The privilege to subscribe (the 
“Over-Subscription Privilege”) for any 
number of shares of the Additional 
Common Stock not subscribed for 
through the exercise of Rights or the 
Step-up Privilege, subject to allotment 
among those who exercise the Over- 
Subscription Privilege, proportion- 
ately, on the basis not of the number 
of shares they request but of the 
number of shares they purchase 
pursuant to exercise of Rights and 
Step-up Privilege. 


The subscription price will be determined by AEP’s 
Board of Directors, or by a Committee of such Board 
duly authorized by it, late in the day of the antici- 
pated Record Date, and is expected to be not more 
than 100%, and not less than 90%, of the reported 
closing price of AEP common stock on the New York 
Stock Exchange on such date. 


Each record holder of AEP common stock will 
receive, as soon after the Record Date as is practi- 
cable, a transferable subscription warrant (‘‘War- 
rant’’) representing the number of Rights to which he 
is entitled. Each Warrant may be transferred, divided 
or combined with other Warrants, but may not be 
subdivided in such a manner as to entitle the holder 
to subscribe to a greater number of shares than 
permitted by the original Warrant. AEP expects that 
subscription Rights will be traded on the New York 
Stock Exchange and that they may be bought and 
sold through banks or brokers. AEP also proposes to 
afford to holders of Warrants the opportunity to buy 
or sell Rights through AEP’s subscription agent, such 
agent to charge two cents per Right for its services. 


The subscription offer will expire at the close of 
business on the Warrant expiration date, presently 
planned to be September 28, 1979 (assuming a 
Record Date of September 6, 1979). 


AEP does not intend to mail Warrants to stockholders 
whose registered addresses are outside the United 
States, Canada and Mexico. To the extent that AEP 
does not receive instructions from such stockholders 
to either exercise or otherwise dispose of their 
Warrants, AEP may sell the Rights evidenced by such 
Warrants, as well as the Rights evidenced by 
Warrants which are returned to the subscription 
agent after the initial mailing as nondeliverable for 
any reason. AEP will, if such Rights are sold, within 
30 days following the fifth anniversary of such sale, 
pay any of the net proceeds the remaining unclaimed 
(as the same may have been reduced by deduction of 
fees for the administration of such funds) pursuant to 
any applicable provisions of the Abandoned Property 
Law of New York. 


In connection with the subscription rights offering, 
AEP anticipates that it may effect stabilizing trans- 
actions in order to maintain the market price of its 
common stock and/or the Rights at levels above 
those which might otherwise prevail in an open 
market. AEP states that it will acquire no more than 
800,000 shares of its common stock pursuant to 
these stabilizing activities. 


AEP further proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under 
the Act, such of the shares of the Additional 
Common Stock as are not purchased pursuant to the 
subscription offer. The subscription price, which will 
also be the price to be paid by the successful bidder 
or bidders, will be set by AEP shortly before the time 
written proposals are to be submitted. The aggregate 
amount to be paid by AEP to the successful bidder or 
bidders for their commitments and obligations under 
the purchase contract will be determined by 
competitive bidding. The purchase contract will 
obligate the purchasers to make a public offering of 
the shares promptly after the Warrant expiration 
date. 


The proceeds from the sale of the shares of 
Additional Common Stock are to be used to repay 
AEP’s short-term indebtedness and to make 
additional investments in AEP’s operating subsidi- 
aries. At June 30, 1979, AEP had outstanding 
$110,430,000 of short-term debt. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 17, 1979, request 
in writing that a hearing be held on such matter 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above stated address, and 
proof of service (by affidavit or, in case of an attor- 
ney-at-law, by certificate) should be filed with the 
-request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the 
general Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
Suchrules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21160/July 25, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 
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METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6311) 


SUPPLEMENTAL ORDER AUTHORIZING PAY- 
MENT OF ADDITIONAL FEES AND EXPENSES IN 
CONNECTION WITH BANK BORROWINGS 


General Public Utilities Corporation, a registered 
holding company, and its electric utility subsidiaries, 
Jersey Central Power & Light Company (‘Jersey 
Central’’), Metropolitan Edison Company (‘’Met-Ed”’) 
and Pennsylvania Electric Company, have filed with 
this Commission a post-effective amendment to their 
application-declaration previously filed and amended 
pursuant to Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 
12(d) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 44, 45, 50(a)(2) and 50(a)(5) 
promulgated thereunder concerning the following 
matters. 


By order dated June 19, 1979 (HCAR No. 21107), 
applicants-declarants were authorized to enter into a 
revolving credit agreement with a group of 
commercial banks providing for aggregate borrow- 
ings of up to $500,000,000 pursuant to notes to be 
issued from time to time through October 1, 1981. 
Said order included, inter alia: (1) authorization to 
pay fees and expenses estimated at $278,000; (2) 
authorization for Jersey Central to issue and pledge 
as security for its borrowings up to $50,000,000 
aggregate principal amount of its first mortgage 
bonds, which were to be so issued and pledged only 
if Jersey Central were unable to issue and sell such 
amount of first mortgage bonds to others by June 30, 
1979, it being stated that a further amendment to the 
filing would be necessary to increase Jersey Cent 
ral’s individual borrowing authorization from $140, 
000,000 to $189,000,000; and (3) authorization for 
Met-Ed to issue and pledge as security for its borrow- 
ings up to $40,000,000 aggregate principal amount of 
its first mortgage bonds, with jurisdiction being re- 
served with respect to Met-Ed’s possible issuance 
and pledge of its first mortgage bonds in excess of 
said amount. 


By post-effective amendment applicants-declarants 
request (1) authorization to pay additional fees and 
expenses inadvertently omitted in their previous 





filings herein of $10,000 in financial consultant fees 
and $32,100 in accounting fees; (2) leave to withdraw 
Jersey Central’s request to increase its individual 
borrowing authorization from $140,000,000 to 
$189,000,000, it being stated that Jersey Central 
issued and sold $50,000,000 of its first mortgage 
bonds to parties other than the lending banks 
pursuant to order dated June 28, 1979 (HCAR No. 
21222), so that the authority to issue and pledge its 
first mortgage bonds and the related borrowing 
authorization increase are no longer necessary and 
are relinquished; and (3) leave to withdraw Met-Ed’s 
request to issue and pledge its first mortgage Bonds 
in excess of $40,000,000, it being stated that Met-Ed 
issued and pledged $40,000,000 of such bonds and 
the loan agreement with the banks does not provide 
for its pledge of such bonds in excess of said 
amount. 


Other than the $42,100 of fees and expenses stated 
above, there are no additional fees or expenses to be 
incurred in connection with the proposed matters. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over said 
matters. 


Upon the basis of the facts in the record, as amended 
by said post-effective amendment, it is hereby found 
that the applicable standards of the Act and the Rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective and that 
the jurisdiction heretofore reserved be released: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the. Act and Rules thereunder, that said 
application-Declaration, as amended by said post-ef- 
fective amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act, and that the jurisdiction 
heretofore reserved with respect to the issuance and 
pledge by Met-Ed of its first mortgage bonds in 
excess of $40,000,000 be, and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21161/July 25, 1979 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6302) 


SUPPLEMENTAL ORDER RELEASING JURISDIC- 
TION WITH RESPECT TO FEES AND EXPENSES 


Pennsylvania Electric Company (“Penelec’’), an elec- 
tric utility subsidiary of General Public Utilities Cor- 
poration, a registered holding company, has filed 
with this Commission a post-effective amendment to 
its application previously filed and amended pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 50(a)(5) promulgated 
thereunder concerning the following matter. 


By order dated June 28, 1979 (HCAR No. 21123), 
Penelec was authorized to issue and sell up to 
$50,000,000 aggregate principal amount of its first 
mortgage bonds to certain insurance companies 
pursuant to an exemption from competitive bidding. 
Jurisdiction was reserved in said order with respect to 
the fees and expenses to be incurred in connection 
with the proposed transaction. 


By post-effective amendment Penelec states that the 
estimated fees and expenses incurred in connection 
with such issuance and sale were $521,000, including 
legal fees of $105,000, printing expenses of $25,000 
and underwriter’s fees of $350,000. 


Upon the basis of the facts in the record, as amended 
by said post-effective amendment, it is hereby found 
that the applicable standards of the Act and the Rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendment, be granted and that the 
jurisdiction heretofore reserved be released: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and Rules thereunder, that said 


SEC DOCKET/1397 





application, as amended by said post-effective 
amendment, be, and it hereby is, granted forthwith 
and that the reservation of jurisdiction with respect to 
fees and expenses be, and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21162/July 25, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6290) 


SUPPLEMENTAL ORDER RELEASING JURISDIC- 
TION WITH RESPECT TO FEES AND EXPENSES 


Jersey Central Power & Light Company (‘Jersey 
Central’), an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding com- 
pany, has filed with this Commission a post-effective 
amendment to its application previously filed and 
amended pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and 
Rule 50(a)(5) promulgated thereunder concerning the 
following matter. 


By order dated June 28, 1979 (HCAR No. 21122), 
Jersey Central was authorized to issue and sell up to 
$50,000,000 aggregate principal amount of its first 
mortgage bonds to certain insurance companies pur- 
suant to an exemption from competitive bidding. 
Jurisdiction was reserved in said order with respect to 
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the fees and expenses to be incurred in connection 
with the proposed transaction. 


By post-effective amendment Jersey Central states 
that the estimated fees and expenses incurred in 
connection with such issuance and sale were 
$515,000, including printing expenses of $25,000, 
legal fees of $99,000, and underwriter’s fees of 
$350,000. 


Upon the basis of the facts in the record, as amended 
by said post-effective amendment, it is hereby found 
that the applicable standards of the Act and the Rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendment, be granted and that the 
jurisdiction heretofore reserved be released: 


IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and Rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted forthwith 
and that the reservation of jurisdiction with respect to 
fees and expenses be, and it hereby is, released. 


For the Commission, by the Divison of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10765A/July 23, 1979 


In the Matter of 





KANSALLIS-OSAKE-PANKKI 
c/o John W. Erickson, Esq. 
White & Case 

289 Park Avenue 

New York, New York 10017 


(812-4462) 
ERRATA: 


This is to correct an error made in Release No. 
10765, issued July 9, 1979, In the Matter of 
Kansallis-Osake-Pankki. That release stated that 
Kansallis-Osake-Pankki (‘‘Applicant’’) proposes to 
issue and sell unsecured prime quality commercial 
paper notes and bankers’ acceptances in the United 
States in the manner set forth in an application sub- 
mitted pursuant to Section 6(c) of the Investment 
Company Act of 1940 and summarized in the 
release. 


Specifically, the release stated that Applicant 
intended to limit its proposed offering to notes and 
acceptances issued in minimum denominations of 
$100,000 and that Applicant did not intend to sell 
such securities in excess of an aggregate of 
$100,000,000 at any one time outstanding. While 
Applicant will issue its notes and bankers’ accept- 
ances in minimum denominations of $100,000, 
Applicant does not state that it will limit the aggre- 
gate amount of commercial paper notes or bankers’ 
acceptances which may be outstanding at anytime. 


Said release also misstated two of the representa- 
tions made by Applicant in its application. As cor- 
rected, the release should state that Applicant 
represents that the offering memoranda describing 
Applicant’s business, which will be provided to each 
offeree of its notes and acceptances, will be at least 
as comprehensive as those customarily used in 
commercial paper offerings and bankers’ accept- 
ances offerings in the United States, and that Appli- 
cant will appoint its special United States counsel 
as its agent to accept service of process in any 
action based on Applicant’s notes or acceptances 
and instituted in any state or federal court by the 
holder of any of its notes or acceptances. 


The above information is hereby incorporated into 
said release. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10789/July 20, 1979 


SEE 


INVESTMENT COMPANY ACT OF 1940 
SECURITIES ACT OF 1933 
Release No. 6093/July 20, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10790/July 20, 1979 


In the Matter of 


FUQUA INVESTMENT COMPANY 
and 
J. B. FUQUA 


4004 First National Bank Tower 
Atlanta, Georgia 30303 


(812-4498) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING JOINT 
TRANSACTION. 


NOTICE IS HEREBY GIVEN that Fuqua Investment 
Company (“FIC’’), a Georgia corporation, and J.B. 
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Fuqua, president, sole shareholder and director of 
FIC (collectively, ““Applicants”’), filed an application 
on June 18, 1979, for an order of the Commission 
pursuant to Section 17(d) of the Investment 
Company Act of 1940 (‘‘Act’’) and Rule 17d-1 there- 
under permitting Applicants to carry out the terms 
of an agreement dated February 8, 1979, and 
amended April 2, 1979, (“Agreement”), settling 
certain litigation with S-G Securities, Inc. 
(“Company”), a registered closed-end, diversified, 
management investment company, affiliated with 
FIC and Fuqua by virtue of FIC’s ownership of the 
Company’s common shares. All interested persons 
are referred to the application on file with the Com- 
mission for a statement of the representations con- 
tained therein, which are summarized below. 


The application states that Fuqua, through his 
ownership of FIC, currently owns 600,000 Common 
Shares of the Company ($.10 par value), 
representing 36.9% of the 1,624,795 Common 
Shares outstanding, and that neither FIC nor Fuqua 
owns any of the 660,000 outstanding $1.70 
Cumulative Preference Shares (‘Preference 
Shares’’) ($.10 par value) of the Company. The ap- 
plication also states that both Common Shares and 
Preference Shares are listed for trading on the 
American Stock Exchange. Applicants state that 
following FIC’s acquisition of an aggregate of 
400,000 Common Shares, through market 
purchases and a limited number of privately nego- 
tiated purchases occurring in August and 
September of 1978, the Company commenced a 
lawsuit in United States District Court for the 
District of Massachusetts (‘‘Court’’) alleging, among 
other things, that such purchases were made in 
violation of certain provisions of the federal secu- 
rities laws and the Massachusetts Take-Over Law, 
and seeking injunctive relief against Applicants. On 
December 19, 1978, the Court issued a preliminary 
injunction enjoining Applicants from acquiring 
additional Common Shares and voting those 
Common Shares acquired in market purchases, un- 
less and until: (1) rescission was offered to each 
person who, directly or indirectly, sold Common 
Shares to FIC in the market, and (2) Applicants in- 
formed those persons of Applicants’ intention to 
acquire control of the Company. According to FIC, 
the rescission offer commenced on December 28, 
1978, and terminated on January 18, 1979, without 
any qualifying request for rescission having been 
presented. 


Applicants state that on February 8, 1979, they 
entered into the Agreement with the Company 
which, /nter alia, provides generally that: (1) the 
Company would nominate persons designated by 
Applicants for election as directors at the 1979 
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annual meeting of stockholders of the Company 
(‘Annual Meeting’); (2) Applicants would support 
the adoption at the Annual Meeting of certain 
amendments to the Company's Restated Certificate 
of Incorporation (‘Charter’), summarized below, 
which Applicants believe provide certain protec- 
tions for the Company's shareholders, particularly 
those holding Preference Shares; (3) Applicants’ 
affiliates and associates would be restricted from 
entering into certain types of transactions with the 
Company; (4) Applicants and the Company would 
seek dismissal of the litigation; (5) Applicants would 
purchase from the Company an additional 200,000 
Common Shares at a price 65% above the net asset 
value of such shares; and (6) Applicants would 
cause the Company (a) to invest the proceeds of 
the sale of 200,000 Common Shares in high grade 
debt securities and (b) to use the proceeds, if 
necessary, to pay the next eight consecutive 
quarterly dividends payable on Preference Shares. 
Applicants further state that certain of these pro- 
visions have been carried out, while others remain 
executory. 


The application states that, among other things, the 
proposed Charter amendments would provide that 
(1) a’ vote of more than 50 percent of the total 
number of shares outstanding of each class of 
shares of the Company would be required to 
approve (a) any merger, consolidation or plan of 


reorganization involving the Company or (b) any 
transaction which would cause the Company to lose 
its tax qualification under Subchapter M of the 
Internal Revenue Code of 1954, and (2) each class 
of shareholders of the Company would be repre- 
sented on the Board of Directors by an equal 
number of directors, subject to the continuing right 
of Preference Shareholders to elect a majority of 
directors in the event of an arrearage of two years in 
the payment of preferred dividends. The application 
further states that the Agreement specifies that: (1) 
all candidates for election as directors by the 
holders of Common Shares (‘Common Directors”) 
and Preference Shares (‘‘Preference Directors”) 
would be selected by Fuqua; (2) all candidates for 
election as Preference Directors must be accept- 
able to the Company; and (3) Fuqua would represent 
and warrant that none of the Preference Director 
candidates was an affiliate or an associate of him- 
self or FIC. 


Applicants represent, in addition to and notwith- 
standing their obligations under the Agreement, 
and in the event the order they request is granted, 
that they: (1) will permit the Company to select the 
persons to be nominated as candidates for election 
as Preference Directors at the Annual Meeting, and 
(2) shall not seek or accept reimbursement from the 





Company for fees or expenses (legal or otherwise) 
incurred in connection with obtaining control of the 
Company. According to the application, two of the 
candidates for election as Preference Directors may 
be selected by the Company from among alist of five 
persons to be proposed by Fuqua (one of the persons 
so selected may be one of the two Preference 
Director candidates heretofore proposed by 
Applicants), and the third candidate for electionasa 
Preference Director shall be N. Preston Breed, who 
is currently a Preference Director. Applicants re- 
present that the Company, by letter, has agreed to 
the selection of candidates in this manner. Another 
letter, offered as an exhibit to the application, ex- 
presses the view of the Company's Board of 
Directors that the adoption of the amendments to 
the Charter, along with the other covenants agreed 
to by Fuqua, will provide both classes of share- 
holders with adequate protection in the event a 
transaction of major consequence is proposed by 
Fuqua. 


According to the application, if a preponderance 
(which is defined as all the Common Share 
Directors and at least one Preference Share Direc- 
tor) of Fuqua’s nominees are elected, Applicants ex- 
pect, among other things, to review the Company’s 
operations and financial condition and, based upon 
that review, to make a determination whether the 
Company should continue its current investment 
policies or adopt different investment policies, or 
change its structure to that of a non-diversified 
investment company, a holding company, or an 
operating company. Although Applicants state that 
any such change in the fundamental structure of 
the Company may involve a merger or similar 
combination with FIC or another affiliated company 
of Fuqua, they represent that they do not have any 
present intention to effect such a combination. 
Applicants state that if a preponderance of Fuqua’s 
nominees are elected, Applicants will also cause 
the termination of the Company's counseling 
agreement with Liberty Investment Management 
Corp., and that all investment advisory services will 
thereafter be rendered to the Company by its own 
officers and employees. 


Section 2(a)(3)(A) of the Act defines the term “‘affi- 
liated person” of another person to include any 
person directly or indirectly owning, controlling, or 
holding with the power to vote, 5 per centum or 
more of the outstanding voting securities of such 
other person. Accordingly, because of FIC’s 
ownership of shares of the Company, and Fuqua’s 
ownership of shares of FIC, it appears that FIC is an 
affiliated person of the Company and that Fuqua is 
an affiliated person of FIC. Section 17(d) of the Act 
and Rule 17d-1 thereunder, taken together, 


provide, in part, that it is unlawful for any affiliated 
person of a registered investment company, or any 
affiliated person of such person, acting as principal, 
to effect any transaction in which such investment 
company is a joint participant, without the permis- 
sion of the Commission. Rule 17d-1 provides, in 
part, that in passing upon applications for orders 
granting such permission, the Commission will 
consider (1) whether the participation of the 
investment company in such transaction on the 
basis proposed is consistent with the provisions, 
policies and purposes of the Act, and (2) the extent 
to which such participation is on a basis different 
from or less advantageous than that of other 
participants. 


Applicants submit that the terms of the transactions 
contemplated by the Agreement and the 
undertakings set forth herein meet the standards of 
Rule 17d-1 and that, accordingly, the participation 
of the Company in such transactions would be 
consistent with the provisions, policies and purposes 
of the Act and would not be on a basis less 
advantageous than that of other participants. Appli- 
cants state that the purchase by FIC, at the demand 
of the Company, of the 200,000 additional Common 
Shares was at a price of $3.04 per share, at a time 
when the Common Shares were trading at a price of 
approximately $2.00 per share on the American 
Stock Exchange and their net asset value per share 
was $1.84. Accordingly, Applicants submit that the 
effect of this sale was to increase Fuqua’s stake in 
the Company and to enhance the net asset value per 
share of the Company. Applicants assert that these 
effects redound to the benefit of the holders of 
Common Shares and Preference Shares alike, and 
that because the monies paid by FIC for the 200,000 
Common Shares must be invested with the utmost 
care and used, if necessary, to pay dividends on the 
Preference Shares, the Agreement allocates an 
additional benefit to the holders of Preference 
Shares. 


Applicants submit that in return for the Company’s 
commitment to support the candidates named by 
Fuqua for election as directors of the Company, they 
agreed to support the proposed amendments to the 
Charter. Applicants note that: (1) the litigation, 
which was dismissed with prejudice on February 9, 
1979, did not involve a claim against FIC or Fuqua 
for money damages, and (2) the rescission offer 
ordered by the Court was made with alacrity and 
terminated in accordance with the terms approved 
by the Court. 


Applicants believe that all shareholders of the 
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Company will benefit from the Agreement through 
having a new management which will have a large 
stake in the future of the Company and which will 
adopt business policies to benefit shareholders. 
Applicants submit that the terms of the Agreement 
were negotiated at arms’ length, and that at notime 
has any officer or director of the Company been a 
representative, nominee, affiliate or associate of 
Applicants. They further submit that since their 
intention to obtain operating control of the 
Company continues unabated, a denial of the order 
requested would, in all probability, have the 
anomalous result of forcing a proxy contest, with 
expense and detriment to both Applicants and the 
Company, in a_ situation where incumbent 
management and Applicants have arrived at a 
mutually acceptable resolution of their differences. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 13, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10791/July 23, 1979 


In the Matter of 


DIFUND, INC. 

The Dresser Building 
1505 Elm Street 
Dallas, Texas 75201 


and 


MERRILL LYNCH BASIC VALUE FUND, INC. 


MERRILL LYNCH ASSET MANAGEMENT, INC. 


and 


FUND ASSET MANAGEMENT, INC. 
165 Broadway 
New York, New York 10080 


(812-4387) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING COMPANY FROM THE PROVISIONS 
OF SECTION 15(f1)(A) OF THE ACT AND 
PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED REORGANIZATION 
FROM SECTION 17(a) OF THE ACT AND PUR- 
SUANT TO SECTION 17(d) AND RULE 17d-1 PER- 
MITTING PARTICIPATION IN PROPOSED REOR- 
GANIZATION 


Difund, Inc. (‘‘Difund’’), Merrill Lynch Basic Value 
Fund, Inc. (‘‘Basic Value’’), Merrill Lynch Asset 
Management, Inc. (‘“MLAM"), and Fund Asset 
Management, Inc. (‘““FAMI”’), filed an application on 
November 3, 1978, and amendments thereto on 
April 23 and Juy 6, 1979, (1) pursuant to Section 
6(c) of the Investment Company Act of 1940 (‘‘Act’’) 
for an order of the Commission exempting Basic 
Value from the provisions of Section 15(f)(1)(A) of 
the Act, (2) pursuant to Section 17(b) of the Act, for 
an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed 
reorganization of Difund with and into Basic Value 
and (3) pursuant to Section 1 7(d) of the Act and Rule 





17d-1 thereunder, for an order of the Commission 
permitting participation by FAMI in the proposed re- 
organization. 


On June 27, 1979, a notice (Investment Company 
Act Release No. 10747) was issued of the filing of 
said application pursuant to Sections 6(c), 17(b) and 
17(d) of the Act. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found, on 
the basis of the information stated in the applica- 
tion, that the granting of the requested exemption 
from Section 15(f)(1)(A) is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. It is further found 
that the terms of the proposed reorganization of 
Difund with and into Basic Value are reasonable 
and fair and do not involve overreaching on the part 
of any person concerned, and that the proposed re- 
organization is consistent with the policies of 
Difund and Basic Value and with the general 
purposes of the Act. It is further found that the par- 


ticipation of Difund and Basic Value in the proposed 
reorganization is consistent with the provisions, 
policies and purposes of the Act and that neither 
Difund’s nor Basic Value’s participation is ona basis 


less advantageous than that of the other 
participants. This order does not extend to andis not 
intended to express any position of the Commission 
as to (1) the benefits received by White Weld & Co., 
Incorporated, in connection with the assumption by 
MLAM and FAMI of management responsibilities 
with respect to Difund and the proposed acquisi- 
tion of all of the assets of Difund by Basic Value or 
(2) the procedures used to select MLAM and FAMI 
as successor investment advisers for Difund. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that Merrill Lynch Basic Value Fund, Inc., is hereby 
exempted from the provisions of Section 15(f)(1)(A) 
of the Act, to the extent requested in the application. 


IT IS FURTHER ORDERED, pursuant to Section 1 7(b) 
of the Act, that the proposed reorganization of 
Difund, Inc., with and into Merrill Lynch Basic Value 
Fund, Inc., be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act. 


IT |S FURTHER ORDERED, pursuantto Section 1 7(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit Fund Asset Management, Inc., 
to participate in the proposed reorganization be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10792/July 25, 1979 


In the Matter of 


AMERICAN GENERAL RESERVE FUND, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-4478) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT. 


American General Reserve Fund, Inc. (‘‘Appli- 
cant’), registered under the Investment Company 
Act of 1940 (‘Act’) as an open-end, diversified 
management investment company, filed an applica- 
tion on May 18, 1979, and an amendment thereto 
on June 6, 1979, for an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting Ap- 
plicant from the provisions of Rules 2a-4 and 22c-1 
under the Act to the extent necessary to permit 
Applicant to compute its net asset value per share, 
for the purpose of effecting sales, redemptions and 
repurchases of its shares, to the nearest one cent on 
a share value of one dollar. In all other respects, 
Applicant's portfolio securities will be valued in 
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accordance with the views of the Commission, set 
forth in Investment Company Act Release No. 9786 
(May 31, 1977). 


On June 27, 1979, a notice (Investment Company 
Act Release No. 10749) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Acct, to 
the extent requested, be and hereby is, granted, 
effective forthwith, subject to the following con- 
ditions to which Applicant has consented: 


1. Applicant’s board of directors, in supervising 
Applicant’s operations and delegating special re- 
sponsibilities involving portfolio management to 
Applicant's investment adviser, undertakes—as a 
particular responsibility within its overall duty of 
care owed to Applicant’s shareholders—to assure 
to the extent reasonably practicable, taking into 
account current market conditions affecting Appli- 
cant’s investment objectives, that Applicant's price 
per share as computed for the purposes of 
distribution, redemption and repurchase, rounded 
to the nearest one cent, will not deviate from $1.00; 


2. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its objec- 
tive of maintaining a stable price per share, and 
it will not (i) purchase a portfolio security with a 
remaining maturity of greater than one year, or (ii) 
maintain a dollar-weighted average portfolio matu- 
rity in excess of 120 days. In addition, to help main- 
tain a $1.00 net asset value, and subject to approval 
by the Board of Directors of Applicant and unless 
particular circumstances dictate otherwise, 
portfolio securities having maturities of 60 days or 
iéss when purchased shall be valued at cost 
adjusted for amortization of premiums and 
accretions of discounts and that securities 
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originally purchased with maturities in excess of 60 
days shall be valued beginning on the 60th day prior 
to maturity using market quotations on the 61st day 
prior to maturity with unrealized appreciation or de- 
preciation fo the 61st day, if any, amortized or 
accreted to maturity. Portfolio securities having re- 
maining maturities in excess of 60 days will be 
valued by the mark-to-market valuation method; 
and 


3. That Applicant’s purchases of portfolio 
securities, including repurchase agreements, will 
be limited to: 


(a) U.S. Treasury Bills and other obligations issued 
or guaranteed as to interest and principal by the 
U.S. Government, its agencies and instrumentali- 
ties. 


(b) Obligations of U.S. banks (including 
certificates of deposit and bankers’ acceptances) 
having total assets at the time of purchase in excess 
of one billion dollars. 


(c) Commercial paper which at the date of 
purchase is rated within the two highest grades by 
Standard & Poor’s Corporation (A-1 or A-2) or by 
Moody's Investor Service (P-1 or P-2) or, if not rated, 
is issued by a company having an outstanding debt 
issue rated at least A by Standard & Poor's or 
Moody's. 


(d) Repurchase agreements (agreements under 
which the seller agrees at the time of sale of a 
security to repurchase the security at an agreed 
time and price) for any security (but regardless of its 
maturity) in which the Applicant is permitted to 
invest; provided that such transactions are limited 
to transactions with U.S. banks (or a foreign branch 
or subsidiary thereof) having total assets of at least 
$500,000,000. In this regard, Applicant represents 
that its Board of Directors will limit the entering into 
of repurchase agreements by Applicant so that such 
repurchase agreements will only be entered into 
with financial institutions which are believed by 
Applicant's investment adviser to present minimum 
credit risk. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10793/July 25, 1979 


In the Matter of 


MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 


BACHE HALSEY STUART SHIELDS INCOR- 
PORATED 


DEAN WITTER REYNOLDS, INC. 


and 


THE MORTGAGE-BACKED INCOME FUND 
FIRST MONTHLY PAYMENT SERIES (A UNIT 
INVESTMENT TRUST) AND SUBSEQUENT 
SERIES 

c/o Merrill Lynch, Pierce, Fenner & Smith In- 
corporated 

125 High Street 

Boston, Massachusetts 02110 


(812-4453) 


ORDER PURSUANT TO SECTIONS 6(c) AND 11 OF 
THE ACT GRANTING EXEMPTION FROM 
SECTIONS 14(a), 22(d), 11(c) AND 19(b) OF THE 
ACT AND RULES 19b-1 AND 22c-1 THEREUNDER 
AND PERMITTING AN OFFER OF EXCHANGE 


Merrill Lynch, Pierce, Fenner & Smith Incorporated, 
Bache Halsey Stuart Shields Incorporated, Dean 
Witter Reynolds Inc. and The Mortgage-Backed 
Income Fund, First Monthly Payment Series (a Unit 
Investment Trust) and subsequent Series (‘‘Fund”’ 


or individually a ‘Series”’), filed an application on 
February 13, 1979,'and an amendment thereto on 
June 7, 1979, pursuant to Sections 6(c) and 11 of 
the Investment Company Act of 1940 (‘Act’) for an 
order of the Commission (1) exempting them from 
compliance with the initial net worth requirements 
of Section 14(a) of the Act, (2) exempting them from 
the provisions of Rule 19b-1 with regard to distribu- 
tion of capital gains more than once in a taxable 
year; (3) exempting them during the initial offering 
period for each Series from that portion of Rule 22c- 
1 which requires that the value of net assets be 
determined as of the time of the close of trading on 
the New York Stock Exchange, Inc., and exempting 
them in secondary market trading from all 
provisions of Rule 22c-1; and (4) exempting them 
from the provisions of Sections 22(d) and 11(c) of 
the Act to the extent necessary to permit the 
exchange of units of any Series of the Fund for units 
of other Series of the Fund or for units of certain 
series of Municipal Investment Trust Fund, The Cor- 
porate Income Fund or The Government Securities 
Income Fund on the basis of a reduced fixed sales 
charge per unit. 


On June 29, 1979, a notice (Investment Company 
Act Release No. 10753) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offer be approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Sections 14(a), 19(b) and 22(d) of 
the Act and Rules 19b-1 and 22c-1 thereunder, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


SEC DOCKET/1405 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10794/July 26, 1979 


In the Matter of 


THE DREYFUS LEVERAGE FUND, 
Delaware Corporation) 

767 Fifth Avenue 

New York, New York 10022 


INC. (a 


(811-1770) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


The Dreyfus Leverage Fund, Inc. (‘‘Applicant’’), 
registered as an open-end diversified management 
investment company under the Investment 
Company Act of 1940 (‘‘Act’’), filed an application 
pursuant to Section 8(f) of the Act on May 1, 1979, 
for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company as 
defined in the Act. 


On June 28, 1979, a notice (Investment Company 
Act Release No. 10751) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the Applicant has ceased to be an investment 
company as defined in the Act. Accordingly, 
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IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of The Dreyfus 
Leverage Fund, Inc., a Delaware corporation, shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10795/July 26, 1979 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL CORPORATE 
INC. 

1295 State Street 

Springfield, Massachusetts 01111 


INVESTORS, 


(812-4460) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT, AND PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER PERMITTING JOINT TRANSACTION. 


On July 2, 1979, a notice was issued (Investment 
Company Act Release No. 10754) of an application 
filed on April 10, 1979, by Massachusetts Mutual 
Life Insurance Company (“Insurance Company”), a 
mutual life insurance company organized under the 
laws of the Commnwealth of Massachusetts, and 
MassMutual Corporate Investors, Inc. (‘Fund’), 





registered under the Investment Company Act of 
1940 (“Act’’) as a non-diversified, closed-end, 
management investment company for an order (1) 
pursuant to Secton 17(d) of the Act and Rule 17d-1 
thereunder, permitting the purchase by the Fund 
and the Insurance Company of a package of certain 
securities to be issued at direct placement by HH 
Holdings, Inc. (“Holdings”), and its wholly-owned 
subsidiary, HH Acquisition Corp. (‘“Acquisition’’), in 
connection with the acquisition of Houdaille 
Industries, Inc., and (2) pursuant to Section 17(b) of 
the Act, exempting from the provisions of Section 
17(a) of the Act the proposed sale by the Insurance 
Company to the Fund of one-fourth of such package 
of securities in the event that (a) the requested order 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder is not issued prior to the closing of the 
direct placement and (b) the Insurance Company 
purchases at closing the entire package of 
securities which has been offered. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered and it is found, on 
the basis of the information stated in the applica- 
tion, that the terms of the proposed transaction, 
including the consideration to be paid and received, 
are reasonable and fair and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transaction is consistent with 
the policies of the Fund and with the general 
purposes ofthe Act. It is further found, on the basis 
of such information, that the participation of the 
Fund in the proposed transaction will be consistent 
with the provisions, policies, and purposes of the 
Act, and that the participation of the Fund will not be 
on a basis less advantageous than that of other par- 
ticipants. Accordingly, 


IT |S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the proposed 
transaction whereby the Insurance Company and 
the Fund will purchase securities of Holdings and 
Acquisition be, and hereby is, permitted, effective 
forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act, that the proposed sale by the Insurance 
Company to the Fund of one-fourth of such 
securities be, and hereby is, exempted from the pro- 


visions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10796/July 26, 1979 


In the Matter of 


THE CAPITAL FUND OF AMERICA, INC. 


Two Embarcadero Center 
P.O. Box 7650 
San Francisco, California 94120 


(811-1008) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


The Capital Fund of America, Inc. (‘Applicant’), a 
Delaware corporation registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified, management investment 
company, filed an application on January 22, 1979, 
and amendments thereto on January 31, 1979, and 
April 23, 1979, pursuant to Section 8(f) of the Act 
and Rule 8f-1 thereunder, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined by the Act. 


On June 27, 1979, a notice (Investment Company 
Act Release No. 10750) was issued of the filing of 
the appiication. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
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issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and itis found that 
Applicant has ceased to be an investment company 
as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of The Capital 
Fund of America, Inc., shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8826/July 20, 1979 


SEC v. LONE STAR PETROLEUM, INC. and TYRUS 
REX MULKEY (N.D. TX) (CA No. CA-4-79 270) 


Michael J. Stewart, Administrator, Fort Worth 
Regional Office, announced that on July 13 the 
Commission filed a complaint in the U.S. District 
Court for the Northern District of Texas, Fort Worth 
Division, against Lone Star Petroleum, Inc., and 
Tyrus Rex Mulkey, seeking (a) to permanently enjoin 
the defendants from violating certain registration and 
antifraud provisions of the securities laws, and (b) 
other equitable relief, including the appointment of a 
receiver for Lone Star Petroleum, Inc. 


The complaint alleged that the defendants raised in 
excess of $3.7 million from more than 500 public 
investors in connection with the offer and sale of 
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fractional undivided working interests in oil and gas 
leases in Texas and limited partnership interests in 
partnerships which own oil and gas leases in Texas. 
The complaint alleged that the defendants failed to 
disclose the uses made of investor funds and 
commingled such funds. 


Simultaneously with the filing of the complaint, Lone 
Star and Mulkey consented to the entry of final judg- 
ments of permanent injunction against them and to 
the appointment of a receiver for Lone Star, without 
admitting or denying the allegations contained in the 
Commission’s complaint. The Honorable Eldon B. 
Mahon, U.S. District Judge for the Northern District 
of Texas, signed the final judgments on July 13, 
1979. 


(SEC v. Lone Star Petroleum, Inc., and Tyrus Rex 
Mulkey, N.D. TX, CA-4-79 270). 





Litigation Release No. 8827/July 23, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
CAESARS WORLD, INC. AND CLIFFORD S. PERL- 
MAN, Civil Action No. 79-1912 (D.D.C.) 


The Securities and Exchange Commission today an- 
nounced the filing of a civil injunctive action in the 
United States District Court for the District of 
Columbia against Caesars World, Inc. (“CWI”), a 
corporation headquartered in Los Angeles, California, 
and Clifford S. Perlman (‘’Perlman’’), CWl’s 
Chairman of the Board of Directors and principal 
stockholder. CWI, a Florida corporation, is engaged 
primarily in the gaming business, and operates 
Caesars Palace Hotel and Casino in Las Vegas, 
Nevada. The Commission's Complaint alleges 
violations by CWI and Perlman of certain of the anti- 
fraud, reporting and proxy provisions of the Secu- 
rities Exchange Act of 1934 and various rules 
thereunder, and the antifraud provisions of the Secu- 
rities Act of 1933. 


The Commission’s Complaint alleges that, during the 
period beginning in September 1972 and thereafter, 
CWI and Perlman variously have concealed from 





CWl's public shareholders and the investing public 
that CWI was entering into a series of real estate 
transactions with certain persons with whom Perlman 
concurrently had an undisclosed but substantial 
private business involvement. The Complaint also 
alleges that CWI and Perlman have concealed from 
CWI's shareholders and the public that they had been 
advised by the gaming authorities of the State of 
Nevada, without whose approval CWI could not 
conduct a gaming business in Nevada, to avoid 
further business relationships with those same indi- 
viduals, and that CWI and Perlman were continuing 
to do business with those persons notwithstanding 
the advice of the Nevada gaming authorities, thereby 
exposing CWI to disciplinary action by the State of 
Nevada, including putting at risk CWI's ability to 
conduct a gaming business in Nevada. 


The Commission’s Complaint alleges that CWI and 
Perlman have filed and/or have caused to be filed 
with the Commission and others various reports, 
proxy solicitation materials and registration state- 
ments which were false and misleading in that, 
among other things, they failed to disclose these 
facts. 


Simultaneously with the institution of the Commis- 
sion’s action, defendants CWI and Perlman sub- 
mitted for the Court’s consideration consents to the 
entry of final judgments of permanent injunction 
enjoining them from further violations of the anti- 
fraud, reporting and proxy provisions of the federal 
securities laws, without admitting or denying any of 
the allegations contained in the Commission's 
Complaint. In its consent, CWI has agreed, among 
other things, to undertake to establish and maintain 
an audit committee of CWI directors, the majority of 
whom will be unaffiliated with CW!, to review and 
approve, in general, all transactions entered into by 
CWI in which any officer, director or control person 
of CWI acquires or maintains a direct or indirect 
material interest, or with any third party in which any 
officer, director or control person of CWI has a 


material investment, contingent obligation, and/or 
equity interest. 





Litigation Release No. 8828/July 26, 1979 


STATE OF NEBRASKA v. JOHN T. SMITH 


Robert H. Davenport, Administrator of the Denver 
Regional Office and Barry Lake, Assistant Director 
and Legal Counsel of the Nebraska Department of 
Banking and Finance, Bureau of Securities, Lincoln, 
jointly announced that on June 18, 1979, the District 
Court of Saunders County, Nebraska sentenced John 
T. Smith, Schuyler, Nebraska, to (1) five years 
probation; (2) restitution of $23,400 to investors; (3) 
$2,000 fine and $1,811 court costs; and (4) 180 days 
in the Saunders County jail to be served during the 
final 180 days of the term of probation. In addition, 
the Court ordered him to “refrain from selling any 
interests in any oil wells’’. 


The District Court adjudicated Smith guilty of selling 
interests in the Nellie Lane #2 well in Morrill County, 
Nebraska without registering the security with the 
Nebraska Department of Banking and Finance and 
for making material misrepresentations and omissions 
in connection with the sale of the security to 
investors. On May 14, 1979, Smith pled nolo 
contendere to both counts. 


The Denver Regional office rendered assistance to 
the Nebraska authorities. 
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